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10.00 A. M. Session, 
29th December, 1939. 


THE CHAIRMAN: What are you going to deal with 
Cirsh. ie. frewley? 

MR. FRAWLEY: Before passing on to the next 
matter [I want to say a word with respect to the question you 
PenvscOwleacyonient On the gasoline tax picture and if I 


4. 


correctly understood the points you were putting to me, I 
CHIU Gee, provebly Vhe guestion you raised, that is the 
Peeories, Of the tax in eéneral, ability to pay and so on, 
weave | deal5 With in Professor Hiliott's memorandum, 
Exhibit "632", as well dealt with there as it can be dealt 
With and certainly much better than YT could do it in any 
Orie rececarch on my part end I think, therefore’, 
Uwe te Vee tL omey, [Will call your attention to a Tew 
passages in professor Wlliott's memorandum which I take it 
your Wil cooner, Or later read for yourselves and they do seen 
to touch on, some-ef these questions because, after all, it was 
just that sort of consideration, although there were also 
general considerations, but that sort of consideration that 
I asked Professor Zlliott to have in mind when he was preparing 
something. 
Now he says on Page 2 ef this 

memorandum, and I will read you four or five passages. 
THE CHAT RMAN : Would you give me the number of 
that txhibit again? 
MR, FRAWLEY: fils, Vai ap Oi ama ove <a He says: 

"In local taxation, for instance, special assessments 

definitely recognise an element of special benefit 


while other property taxes are often regarded as 


Mheneficial when their proceeds are spent in such a way 


ask 


ai 
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"as to increase the value of local property and as 
"onerous when the proceeds are spent so as to confer 
"little or no direct benefit to land owners." 
He makes the two distinctions, 
"beneficial" and "land owners", and then he goes on: 
“Similarly, motor taxes are sometimes regarded as 
"beneficial when closely associated with expenditures 
"On motor roads; sometimes as onerous taxes levied on 
"an expenditure criterion of ability to pay." 
He then makes a reference to twu 
works and each of the passages which he quotes are interesting. 
He quotes from H. A. Silverman on "Taxation, its incidence 
and effects” snd he quotes this: 
Wtie Ge eo! cason ror the motor vehicle duty is” sought, 
"it is probably to be found’in the belief that the 
"possession of 4 car is a good indication of a person's 
"ability to bear taxation, Though this submission is 
iver eons FO Ori ti Clsm...,.16 18, ON the whode, Sscinder 
"than the theory which would connect payment with benefit." 

Pigecden ne CUuOLGe 1 rom C. LE. King, “Public Finance”, quoting: 
"But there are classes of public se~vices that administer 
"to the needs of special groups. Such services can often 
"be paid for directly, in whole or part, and such should 
*happen.* 

anc then this is the part: 
Vane automobile brought urgent demand for good roads, and 
"especially through roads. The building of these roads 
tout of the taxes of the local governments burdened local 
"properties too heavily. Both special sources of revenue 


Tang centralized administration were necessary to get the 


"roads at the cost of road users.“ 
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And then he refers to the British 
experience and he says; on Page 2: 

"In Britain, on the other hand, the tax on motor vehicles 
"may be regarded as merely an epplication to new conditions 
"or a very old tax on luxuries ,includinge carriages," 

And he says now there has been so 
much diversion that there Was @ deficiency in the fund and 
that was made up by money provided by perliamert. 

Then there is a passage I would 
like to quote, starting on Page 4, end he says: 

“However, the motor taxes constitute only a portion 

"of the total cost of motor transportation and there is 
"soo0d reason to suppose that the demand for gasoline is 
"inelastic. Moreover, it is to be expected that 
"expenditures on motor highways in many areas would be 
"considerably reduced if gasoline taxes were abandoned. 
"Consequently, it seems highly probable that even the 
*oeeneral imposition of gasoline taxes does not much 
“Yaffect the amount of gasoline used, the amount of 
"*oroductive factors used in the aggregate in gasoline 
"and motor vehicle production, or the wholesale price 

YoU pees Line > So loms as custom, governmental 
Nregulation, or a policy of resale price maintenance 
"maintains a constent spread between retail and wholesale 
"prices, changes in gasoline taxation are not typically 
"absorbed by the marketing agencies, It is more probable 
“that any changes in the sole of gasoline Which result 
"from changes in the gasoline tax would have the effect 
“ultimately of increasing or decreasing the number of 


“retail outlets.” 
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# if econclusion, “theny it way 
"reasonably be assumed at least as a first approximation 
"that the buyer of gasoline cannot shift any considerable 
"proportion of motor vehicle taxes backward to the 

"produ cer," 

Then he talks about "Equality" 
Which perhaps is pertinent. 

u The question of Equity of Taxation 
"ts, strictly speaking and ultimately. a matter of Ethics 
"rather than Economics, However, it has been found 
"impracticable permanently to administer a tax system 
"which offends too much the contempcrary popular morality 
"of the community. Consequently, the literature of 
"taxation. abounds in discussions of Equity or Equality 
"ot Taxavion,” 

Zhen he discusses the two 
principles of taxation, the Ability Principle or the Benefit 
er Cul pre aro Princip lesan’ he says this ét the botten of 
Page 5S: 

Ms axpenditures on highways are 

"undertaken with a broad public purpose in mind but 

"incidentally confer special benefits in the case of 

"local roads on property adjacent to them; and in 

"the case of provincial and federal roads on the users 

“Of motor cars, Motor Cars, moreover; require ror 

*convenient.cperation a more expensive type of road 

"than usuffices ror pedestrians or horse~draewn vehicles. 

"Oonsequently, with the introduction and increased use 
“of motor cars gasoline taxes and motor vehiole iicense 


"fees were closely associated, in the minds of the tax~ 
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“payers at least, with expenditures on highways and 
"were accepted generally as taxes levied on the benefit 
"basis rather than as a part of a system of taxes based 
BO SOL Ly aloOmgoes, 
Then he speaks about "ear-marking" 
and he says: 

"In many cases in the United States and in England 
"the revenues were ear-marked for highway expenditure. 
"However, from an administrative point of view the 
"process of ear-marking has obvious disadvantages, In 

“~ "Alberta it has not been employed and in Britain the 
“origiral procedure has been greatly modified. In the 
"United States too many of the states have begun to 
“divert a portion of their motor tax revenue to other 
*purposes and a federal tax has been imposed. This 
*tendency may be expected to develop further as systems 
"of motor highways near completeion. 

And then he says: 

" In part, therefore, the tax on 
“easoline may be regarded as a tax levied on a benefit 
“basis and in part as part of a system of taxes levied at 
"least mominally on the basis of ability as measured in 
"part by expenditure. In this latter role it assumes a 
"place with taxes on tea , coffee, liquors, tobacco,. etc. 
"If part of the tax revenue is to be levied on the basis 
"of spevific expenditures it is convenient to select for 
"taxation commodities which are generally. but not necess- 
*arily iuniversally, consumed and for which the demand 
tis relatively inelastic. In these reépects the 


"sasoline tax is similar to the taxes mentioned above. 
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"It probably bears less heavily - at least directly - 
"on the very lowest income classes than do the taxes 
"mentioned or even the Amusement Tax. Its most 
“important difference is that gasoline is used not 
*only as a peace: good but as a producers! good 

"in furnishing transportation services and in operating 
‘machinery. The granting of exemptions for thess 
"purposes complicates the administrative effectiveness 
Oem LLG ie ks Thus to the extent that motors are used 
"TOr DUSIneSss purposes, if the tax is in excess of 


"highway expenditure, it may be passed on in part to 


"consumers in the formof higher prices of other goods 


"end it may tend also to lessen the use of the gasoline 
"motor in general produ ction." 

And one other passage: 
"The construction and maintenance of motor highways 
“is part of the cost of supplying motor transportation. 
"Consequently, it would appear that the resources of a 
*country will be used most effectively as between the 
"furnishing of motor transportation and other services 
"if the users of motor services are required to pay at 
"least thet part of the cost of constructing and maintain- 
"ing motor highways in excess of the cost of constructing 
"end maintaining highways suitable for other methods of 
*transvortation." 
MR. FRAWLSY: Now I think, there is more, of 
course in Professor Elliott's memorandum but it seemed to me 
those were some pertinent passages which might have to 


do with the problem which is in your mind, Mr. Chairman. 
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Now I want to pass to a discussion 
of the Regulatory Board and my first approach is to at once 
that Dr. Brown and Dr, Frey and the other people who came here--- 
THE CHAIRMAN : Ue, Frewley, do you find it: more 
convenient to deal with that, to open with that now, than to 
dispose, if you are ready to, of the question which we were 
discussing yesterday. 

MR. FRAWLEY: Yes, that might be done any time 

and frankly, I had a discussion with. ancther discussion with 
Mr. Cottle, we discussed it at least generally, and he, 

Mr, Cottle, is sure he thinks of the precise point which is 

in Your hordshin's mind ena if you would not mind, Mr. Cottle 
Wihliwaddwess himself to that and discuss the thing. with you. 

Frankly my position is simply 
this, having discussed it with Mr. Cottle, that there cannot 
be any answer to your question, "How much are they making in 
Refining and Marketing in the Province of Alberta," Now that 
is true but I think there is more to it. L think the thing 
is capable of some explanation in argument, in discussion end 
Mr. Cottle calls my attention to the fact that exactiy the 
same thing was done in arriving at she pipe line rate, We 
arbitrarily went into the Royalite O11 Company and examined 
one operation of that Company, the operation of the pipe line. 
We are going into the Imperial Oil Limited now and examining 
arbitrarily, segregating and examining two operations, the 
refining and he marketing vcperetion and we could not do other- 


wise but -<---- 


THE CHAIRMAN: We were only there comcerned with 


the one operation and so we bad to do ‘he best we ele DO eae Tre) 


en _ _ a 
a are — ¥ 
aa ee | wth 
ry 
: : 7 ah 
it} 
1 
™ 
| Urs 
4 
: ] 
f 
i f © Cf p i pe 
Aokeeierit 4 i Ga ay aS # TWh, + r wv. 
mie " A . “— * 2, 4 my , 
aay ae ‘: : 5 - “ao 
a Eka naa a 4 E el . 
as : ° ; ; ai iclee ‘ 
fal 4 na 4 : 
eano Sa a. S° fe ott yin Bd, Se? a ee 
P eth. ae! See one ore TP. ae . Z | 
ERNST id : ee itn . 
oe 1 . = ; , 7 9 ; : 
ata a Te GW Al LO ere MY bate aL, «07 eR 
} 7 os ce 5 ve ey wee = 
ious ae 
ee net We . + 
7 7 pe uf var 2a0 
a i jal ; ha: Bb om | pl ; bi j I . +e + ; a “ 
aes oa Neva a Q tc 
al 4 nl ‘ i 4 ry id id Mi, v7 
hd 4 ) T ‘ vy es t. 1h : a J * oa De h rise > a Pe - 
, 4 wr iw a i . 1 M / 
: : , +i # 
af nwo noble Qik eon ip. het, ew ee) OG eee 
ae ' a ; § remy TMK ; = 
, - Yo” ; a uw q . ; 
Vad i 
a ae i 
‘ ’ . ~ a vi 
i. Ly *y 9 4 
A ; Ah aa oa m| i ; " wn 5 aa hth Pa 
, ’ Poser Sol ee ein, : 
: Peres) Gea trae) i ae : a J 
= an ee Aah me ape rh, th 
Ve aniios 7 ore 
, . . ee 
. . en , 
aa te wD atest Aways ‘ 
. rh oF 
vi i} i J ; 7, i dh 
pe in al ~ - 
’ Ties t 
j ly . hf ie & ai i) 
u ’ 
: av ae 3 wi 1% 7 F } oe, 
; i ty hee it) aie 
1 yeas a : y i 
Se Gar kis Go 
] ics 
e.). ‘ = oak " + Bae ot 7 aay 
* a ke ay of eae ee “9 ’ 
Bon 2 oa 
' | a7 Asti aft 
. L % ~/ a - t . mid ' r y if wane Perec cy 
haf “ ¢ ery re . Re - 
I + 
2 i in =, Sins lie . 
Ss Ladies Bis dears Vos E 
$ i wins 
v : bhp ee 
e : i Ge 
oe Ae ‘ 
tae DR e ce 
; a 
at 4 7 - cd 
i ™ ne sume ¢ oy 7 
Ee ee eeaee as ‘ Py ; 
ee . 
aye i“ s 
Sh a ee sy Deere: 
‘ ay rire i ’ A 
ud us wf 
i vi eer r ia ‘ i bs 
ete wah weer | 
4 (eee S, ‘ 
a SA Py mee S 
- " . * ha : ji : - le rol 
a4 t-2 “4 i 4th ane ‘ is G. ose 
‘ - r ebay \ , a 
er ko 4 5 a i wre; * 
as 7 af gure % j ‘ i r. 7 ae , 
avi, ir 7 yl L ‘car t nA a5) Pa aes meh Part! Naha ae Tepe fee aha f a: 
Lor) 7 nee Thy 4 Rs ; a ak et " eth fo ” at ~ hoe Tear 
é » iy oye < " 
Wl cre fa Ae 13) coed 4 ua , (acts aT seks aa ars ave oped : 
Tere eae ‘ +e pert ‘ae’ 
1 eae aie _ 
| o% Ire + 
: : A co. = ay. 
oie ae LO Re aee ol rn Pe tay ee 
: ; = ‘ Se the: np “ fe ’ } ‘| 
tee, its ‘9; 7’ ‘ = ye ay Shan as ts Ve Bis a M) : a a rig ' 
, i ; f a - \ 
: / Lad P 
44 WS Bou Sar vi Mot Mase. 2 t hi ay ee 
= : i TEN Ri Weak ob as 


C-1 - 17,859 + 
8 


de de Frawley, Ke C. 


segregate it. 

MR. FRAWLEY: Yes. 

THE CH ATRMAN: We were just concerned with the 
pipe line matter at that time. 

MR. FRAWLEY: Yes, and we are only concerned --- 
THE CH AI RAN: We were not concerned with the other 
phases of the comnany's activities, namely production. 

MR. FRAWLSY: It is not even the same company. 
Now we have reported on that Company and we are now in the 
Imperial and it seems to me ---- 

THE CHAIRMAN: We are still concerned with 
Royalite and ali other producers. 

MR. FRAWLSY: Ves. in production, yes. 

THE CHAIRMAN: We simply carried on the Inquiry 
with respect to that Company at that time because we thought 
Wisely or not, that at least, the pipe line matter must be 
dealt with separately. 

MR. FRAWLEY: Of course it had to be because 
it was an item of our cost. 

TH CH ATRMAN : Yes, und 4 fortieri of necessity 
we had to direct our minds to the pipe line phase of the 
activities of that company and insofar as we could, so far 
as it was humanly possible to do, segregate those matters 


Wien hed to do with t.. 


MR. FRAWIBY: Yes. 
THIS CHAIRMAN: But we’ were not invited to say at 


that time, at least we were not considering what was the proper 
return to Royalite on all its activities, 


MR. FRAWLEY: No, 
THE CH ATRMAN : We were concerned with the pipe line, 
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We are not defending our action in that matter but we were 


concerned with the pipe line from many standpoints, we 


thought it should be a public utility. We were concerned 


with it from the standpoint of the velue of the services it 
Was providing as a public service, 
MR. FRAWLEY: Yes. 

& CHADRMAN: And there were many f2atures that 


WePrere,trearenblals, but if we were finding, if it was put to 
us to say that a proper return to the Royalite oil Company 

as @ whole was so much on its invested capital and that that 
was what was put to us. and that was what we were putting our 
Minds 1.0: --<— 
MR. FRAWLEY: Yeso 
THE CHAIRMAN: We certainly would héve been 


interested in production, 


MR. FRAWLEY: Yes, 
TH CHAT RMAN: As well as in its pipe line activities 
MR. FRAWLEY: Yes. May I put to you, that is 


Just the point, may I put to you, with respect, that is why 

we are interested in the profit thet the Imperial is making 

on its pipe line operations, that is my query; are we not 
interested in what it does cost to make a gallon of gasoline 

in this province and what are the profits of the people in 

making that gallon of gasoline; What does it cost to market 

@ gallon of gssoline and what are the profits of the people 
engaged in ma keting thet gallon of gasoline, why are we 
necessarily interested in what the Imperial is doing? 

THI CHATRMAN : We are only interesteji in the Imperial 


because we took it as a typicel operation for the purposes of 


your argumen’s. 
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MR. FRAWLEY: ves. 

TH": CHAT RM AN: We are nt any more interested in 
it than in any other. 

MR. FRAWLIY: Yes, but once we get into the 
Imperial, why cannot we reasonably and logically say, 


"Now there are two separate operations as disvinct as day and 
night", we must know, His Honour the Lieutenant Governor, 
wants to know what it costs to make a gallon of gesoline and 
therefore, of course, we must go to the refinery. Now we 

go to the refinery and we do find, without arbitrary segregation 
we would never find it, without an arbitrary segregation we 
would never find it, so, largely, at our request, the Company 
set out, segregated their figures and presented to this 
Commission figures which would show the cost of gasoline and 
from that there emerged a profit and from that there emerged 
Serco te Ole teuurn., On Whey, Well a rate of return on the capi tes 


invested in the refinery. 


TH CH ATRMAN: i follow you, Mr. Frawley. 
MR. FRAWLEY: Then what I am a little troubled 


about is why are we necessarily coucerned with the return 
which the Imperial has over and atov2 its, the two operations 
with which this Commission, supposing for instance that the 
Imperial Oil had @ company like the Burns Company and operated 
ba ocomuac seench ---= 

THE CHAT RAN: Why are we, because you predicate 
your argument in large measure upon the operations of Imperial 
in Canada. 

MR. FRAWLEY: Refining and marketing. 

THE CHAIRMAN: | Which involves many activities, 
which involves many activities and probably some in South 


Americe. 
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MR. FRAWLEY: But we have been careful to 
segregate, to segregate from that, our evidence would not 
have been worth a tuppence if we had not segregated from 
the whole Imperial O11, if we had not segregated POM Git, 
the refining and marketing. that is the neat point of 
that whole Exhibit, you see. 

THE CHAIRMAN: Yes. 

MR. FRAWL=Y: Mr. Tenner took everything, 
South America, for instance the money they made on Dominion 
Bonds, bonds lying in their treasury. 

THE CHAIRMAN: Perhaps I am quite wrong and so 
iL would be glad to be put right, have you severed the market- 


ing and refining there in this “xhibit? 


MR. FRAWL:@Y: Yes indeed, indeed. 
THE CHAIRMAN: From their other activities. 
MR. FRAWLEY: Indeed. 
THE CHAIRMAN : But have you severed the one from 
the other? 
MR. FRAWLEY: NO. 
m CH ATRMAN: But you ere inviting us to,, and 


that is my point. You predicate your argument upon the all 
Canadian picture and you ere dealing with refimineg and 
marketing and when you ask us to act, you ask us not to be 
concerned with refining and merketing but with refining and 


with something else, marketing. 


MR. FRAWLEY: Yese 

TH? CH AL RMAN : Now you see, Mr. Frawley, where it 
leeds us. 

MR. FRAWDEY: Let me see if I understand. You 


agree with me that there is not only a desirability but an 
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absolute necessity of segregating them, that must be done or 

We WOuld =-—=- 

THE CH ALRMAN: We have to have segregation to 
arrive at the result. 

MR. FRAWLEY: We would not know what they made. 
THE CHATRMAN: That is for the purposes of 
calculation. 

MR. FRAWLEY: Now we have segregated them and 
as I appreciate the approach you say ---- 

THE CHAIRMAN: I say shortly you have to go one 
of two ways, to advance your arguments consistently. you 
have to say, "Well here is your Dominion picture and I say to 

you Alberta should not pay for the rest of Canada" and you 
show me it in the picture, which you say is to be found in 
that Exhibit’ and it discloses that they made a certain return 


on what, On refinimg, no; on marketing, no; on marketing and 


rerining. 
MR. FRAWLEY: Yes. 
THE CHAIRMAN : And then you say a fortieri, 


turming to Alberta we have a severance here. 

MR. FRAWLEY: Yes, Ef see exactly what you mean 
and I do not think there is any amswer to what you, the 
Chairman says, I do not think so, 

THE CHALRMAN: At Least that is the answer I am 
seeking for. 

MR. FRAWLEY: |. There is no question about it, 
E-hibit "713" has 5.43% on the Ganadian refining and marketing 


op *ration of Imperial, 11., whatever our percentages are in 


that, those are separate ---- 
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TH? CHAIRMAN: And if that be your avovrocah then, 
then you have to find for me a comparable picture in Alberta 


before I can be persuaded, 


MR. FRAWLSY?: too. Soe. 
THE’ CH ATRMAN: Now then, if you have not that, 


then to’ be logical, have you not got to say, "Well I cannot 

do that and so I abandon that portion of my argument predicated 
upon the Canadian picture because I cannot make a comparison, 
it is too bad but we cannot but I say 19% is reasonable and 
Pee soe stsurth Open to~you to say that 10% is” Stiil 
reasonable anu @ fortieri 11.45 on refining as a single 
Operation is too high but then what I am bothered about is as 
to why you should not say 7.56% on marketing is too low, 

MR. FRAWLEY: OY, Web, but I am not, yess Ghaen 
my answer to that is that IT am not making it a public utility, 
I am simply suggesting to the Commission that if we were fixing 


priees On the besis of a rate of returm thet it should not 


exceed, we should not allow tuem to make a greater prcefit than 


10% 
THs CHAI AVWAN: t know. iI Know you are not Dinding 


yourself to 10% et all but I mesn: for the purposes of our 


discussion, to advance it, we are assuming pro tem, perhaps 
we Will not sver assume any such figure but we are assuming 
pro tem th:%t 10% is not excessive for people engaged in this 
type of business. 

MR. FRAWLSY: Yese 

THS CHAIRMAN: | Titeriens. The Board, that is 
the refiner and the marketer. and the one pretty well falls 


with the other I would suppose, that if its refinery DUsiniess 
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blows up then the marketing facilities will not be of the valee 


they were before, at least. 

MR, FRAWLEY: They would have to buy like they 
did before, They were marketing you see, before they had a 
refinery. The two have such a natural segregation, to me, 

a natural division. Mr. Halverson wus here for a good many 
years or his predecessor, marketing gascline that he brought 
Ci, uler ne nad to Dring in from Wyoming and then he 
thought, "I think I should get this from my own refinery", 
and I have been saying to myself all the time, "This is a 


separate company, this is a separate company", indeed it used 


to be called the Imperial Oil Refineries Limited but that is, 


ct 


there is nothing in a name, but it used to be a separate 
company, the Imperial Oil Limited marketed the gasolings, 

the Imperial 0il Refineries Limited made it and perhaps I 
have been over~-persuaded by these natural divisions in the 
company. 

THE CHATRM AN? I sec the force of your argument. 
You say that Imperial happens to have two operations but what 
we should concern ourselves with is, what it costs, what is 

@ proper return on refining. 

MR. FRAWLIY: Whoever is making it, whoever is 
making it. 


THE CHAT RMAN? Whether he is a pure refiner or 


not and what is the proper return for those who market the 


refined products in this country. Torolicw, that. 

MR. FRAWLiY: | Yes « 

TH: CH ALRMAN: But I do not know then if we have 
abandon, I mean if you are forced to abandon for lack of a 


proper comparison with the picture we have here, what have we 
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to help us then, except the evidenc 


returns are certainly not too high. 


MR. FRAWL:Y: Let us 


this argument the 5.43%, because it 


and chalk but at least we know --- 


What is 


THE CHAIRMAN: 


MR. FRAWLEY: Deo Los 
return, it is the 


Specs. rom what) =-—— 
THE CHAIRMAN: 


though, now 5.43% is whet? 


(Jeol uo. Page 17,86 


oO Doth Telinine 


Me. Frawley, I do not want to 


e of those who say that the 
abandon for the sake of 
seems to be mixme cheese 
the 5.47 
the All-Canadian rate of 


and marketing and now 
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MR. FRSWLSY: The reason we cannot 
add them together, and perhaps the only reason that 

we cannot add them together is because they are not the 
same sort of things geographically. You eannot add the 

Calgary area - that is this Calgery Refinery area which 
is Alberta and a slice of British Columbie and a slics 
of Saskatchewan, that is the Calgary Refinery area - 

you cannot add that to the Province of Alberta singly, 

Which “is the marketer. Because they are not refining. 
They find it convenient tc lock for their refined products 


Which they meed around Fernie for instance, in British 


Xl 


Columbia, to the Calgary refinery and they find it econ- 


venient. 
MR. HARVIs: dnd economic. 
MR. FRANLEY: Yes, and economic. 


It is just the hest place for them and similarly with 
a strip of Western Saskatchewan, it would be uneconomic 

to send those products from Regina, so they send t hem 

from Cal gary. 

THE CHAIRMAN: So we have not @ com 
parisonu.’* 1 ti not Want to bo prossing the point as if 

I were taking the opposite side. But I want light. 

MR. FRALEY: Wo, and thet is just 

why you are right, Mr. Chairman, because of this geographical 
thing thet you cannot add together. It seems to me not 
because it is a point thet I have mace,but there seems 

to be Some relations notwithstanding that, between the 
éxperisnes of the Company in other Provinees and what 
they seek to do here. What your fear is or your doubt 


is, well, 5.43 thet may mean 1% on marketing and 874 


on refining or vice versa. 
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Ae ti Frawley, beg He 
THE CHAIR MN: Yes. 
Mas GRE GLEY $ ; Yes; Well I do not suppose 


it is but we canmot be jumping..... 


THE CHAIRMAN: I really do not know. 
MR. FRA LAY: Nor do I of course. 
THs CHAIRMA N: And I do not want to - 


as you have so often Warned me against - to stultify myself, 
but at the same time I canassure you that I go not think I 


want to, judicially or as a Commissioner, say one knew. 


MR. FRAWLEY: Oh no» Thenw hat are 
We lort With if we pass. from Bxhibit "715". “ie at Teast 


know whst they do down in the United Stetes, that is on 
refining. 
THE CHAIRMAN: Well we do not really, 


you know. 


WR. FR4)LsY: well Dr. Brown says.... 
THE CHAIRMAN: ore ee 


impression. Iam sorry that neither I myself nor my 
associate nor any Counsel pursued that but the fact is 
it seems it has been left that way. I do not know what 
Professor Brown's knowledge is you see. I would say 
differently if he was a man whose money was in that 
business, if he said the return in the United States 
Was so and so in my opinion, or I have no doubt it is 
So, Something like that. You would fsel & ifan was 
talking who necessarily knew. But when a professor 


Comes OUteoceoe 


MR. FRALEY: A echemicel engineer. 
THE CHAIRMAN: A chemical engineer 


whose duties, as I understand, from a cescription of 


his activities are primarily that of a professor ina 
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college and he says "It is my impression that the business 
returns are so much in an industry" that does not entirely 
satisfy me that he knows, and that he is not just giving an 
offhand opinion. The way he did here about some other 
matters he was led into, and he said it was out of his 
field, "ane you would be the first to say that he should 
not be teken too Seriously. 

MR. OU RAMLEY 3 That was ny first 
reaction to his evidence, without any offencs, "what 

does he khow about rate of returm at all?" 

MR. MOLAN: Mr. Chairman, surely 
we are not going to be left in the position that. Dr. Brown 
was not here to speak on the rate of return? 

MR. FRA .LHY: He was not brought 

here to speak on the rate of return. He was brought here 
tn tell us what you could do with qa barrel of erude in 

the refinery at Bast Calgary. 

MR. NOLAN: Then I have not 


understood « 


ie TRA Leys Lt want no misunderstandi ne. 
o8 =| ee La) 


You) Look at the transcript and you will find I said to him 


, 


"Men I suppose that leads us into the rate of return" 


Ca 


and he began to talk about iv. 


MR. NOLAN: ake We did not know that 
downstairs you had arranged with him not to speak about 


the rate of return. 


MRe FRAY Lays. Nor did I arrange 
thatthe should not speak about the rate of return. 

THE CHATRMIN: I see a difference 
between his expressing an opinion as to whet is the proper 


rate of return for that industry on the whole cepitsl and 
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So on, in connection with the hazards to which he referred. 
I see a difference between that and his speaking of what 
has been the unfortunate experisnee of business men, don't 
you? 

MR. FRAWLHYE Mr. Chairman, tt does 
not advantage me to say he goes. Then I am left with 

10% and nothing to support it. 

MReHARVIE: You are left with 15%,, 
that is the only other evidencs, from Mr. Bronsdon. 

MR. FRAWLEY: I am talking about 

Br. Browne Wr. Bronsdom is the treasurer of the British 
American Oil G€ompany, and I just went to be fair about 
this but why press Dr. Brown to assent to something 

and why attach weight to his evidence on the question 

of rate of return when many times he said "That is not 

my field." 

MR. NOLAN: het is not the evidence. 
Lf Dr. Brown was not here to speak about rate of return 

I have been completely misled. 

WR. FRA“LSY: | Ido not Know whet my 
friend means when he says he was misled. 

MR. NOLAN: Misled to this extent 
that a man is brought here whom my cleint at least thinks 
is a distinguished man, eminent in the industry, and 
evidence is addueed from him on the rate of return, not 
onee but twenty times. When he came the first time and 
when he came the last time. Frage after page on rate of 
return from Dr. Brown. Wow I am told by Commission 
Counsel Dr. Brown did not come here to speak on rate of 
return at all, and we must not pay any attention to ir. 


Brown. I paid attention to him and I still do. 
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MR. FRAVLEU: Ido not know what we are 
fussing about or quareclling about.The evidence is there. 
THE CHAIRMAN: Yes, and we will give 
such weight to it as we see fit. But I am just asking you 
about a different matter. He may be quite competent to 
Speak as to the rate of return or he may not be. . That 
we will decide in due course for ourselves. But I ean 
conceive of a ma n being quite competent to speak as to 
Wheat is a proper rate of return and yet hot having present 
knowledge of the present actual returns in a partieular 
area, because of his not being engaged in the business. 
MR. FRAWLEY: - iethink thew 16 3 
perfectly sound distinetion to draw. I do not know why 
my friend was so concerned. 

MR. NOLAN: Because you sxe 
throwing Dr. Brown out of the window. 

MR. FRALEY: LT am not. Let us bring 
him back. ‘“Jho am I to stand here and - you would think 

I had a brief for somebody here. 


MR. NOLATT: You certainly would. 


MR. FRALEY: All right, insofar 


as my friend thinks I have then I can try and represent 
the parties for whom I have a brief then. 

THE CHAIRMAN: It really does not 
matter very much whether Counsel think you are throwing 
Dr. Brown out of the window or not. What in the end 
will matter is whether we throw him out of the window 

or not. In the meantime do you think his evideme as to 
the 4% or 5%, whichever it vas, that he suggests it is 
his impression the industry has actually got in the 


United States, is entitled to much veight’ 
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MR. FRA LLY: Frankly I think it is 
not very satisfactory. any witness that says Such and such 
is my impression.'/6 know that fron listening to witnesses 
every day intthe Court. It is not as if he had said it 
having knowledge of the facts of which he was speeking, 
THE CHAIRMAN: Ané I am trying to 

Set this down somewhere. If we eannot rely onthe 5.43 

in the all-Canadian picture; if we cannot rely on the 
4-or 5% return that Dr. Brown speaks of, so far as the 
evidence goes at least what are we left with? 

MR. FRAWLEY: ~@ are left with Dr. 
Brown's rate of return and iir. Bronsdon's. 

MR .NMACLEOD: For a return on the 


Whole industry? 


MR. MACLEOD: Chart Number 73 in 


the Texas Company's submission shows what the Texas 
Companyls experience was. 

THE CHATRIMAN : That is most interesting. 
I had forgotten that. Do you mind referring to it? 

MR. MACLBOD: Chert 5, Fags 679, 0f 
this brief. The chart is a breakenp of the dollar of 
income of the Texas Corporation. It shows dividends of 
5%, 5 cents on the dollar. That is the dollar income. 
THs CHAIRMAN: What does that meen to 
you, Mr. Gottle: 

Mae. COTTLE st. Theat is the percentage 
of the ineome, of the totel income of the Company that 

4s distributed as dividends. Ths t does not give us the 
percentage of income on investment. 


THE CHAIRMAN: Noe 


<: oy Lies " 
ES Sai! » Kaee ra 


Hate wee J 
es ’ * 5 | ba? — 
“ - bh ; 
, BES) ogr abil Teeth dot 
Be 
: d 
a ' 
oe 
RO Dee 4 P . 
Sey + biel" yrs of 
3 ae eae ae + oh 
se lt ah 
af 4 ‘ ¢ " : 
o Me Ghee cad 4 a eat ee 
y », * 
¢ 
Med z i) ‘ 
rd it rary Aue PLS 
. ’ ae 
bear. a . j 
Pr Le # 
Peet ha ait a erik . 
' ‘ ; 
Yay My, a Ge a 1S fe 
to ut a . 
apy re p get ni ey} 
i 
ie ) | 4 
om ah 
| i a a ae Pe ayes 
" 
mee ET j 
= - 
> : v 
: Gy ae 
4% te t ay i Y 


ane Loe! a 


(aed 

Pe j Pte 'y “es Oe 
de crotO Vf eh wae hae 

4 


“Saw 8 ‘SRNR 


. 7 i ; r betta 
onl ay T true odduek oT 
t 
ifpet ali “To sated —— 
| ‘- Se 
bd W gttenar sive 
y Ra were re 108 oe ‘nase 4 


4 
To , 
ce % eh 4 


oy dk. ie 


ae brea Mtede yn To. eae 


y ote * et ‘fined got 


T-1 
” -17,873- 


vies) HraW Ley, RG 


MR. FRAWLEY: 
in the voluminous brief. 


THE CHAIRMAN: 


It may be somewhere 


I was under the impression, 


I may be wrong, but I was under the impression that some- 


where in Mr. Halvorsen's exidence there was some reference 


to Tate of return? dm I wrong about that, Mr. Nolan? 


I thought somewhere in some of the Imperial Witnesses 


or the Royalite's we did have something on that? 


MR. FRAVLEY: 


Mr. Wolan, in his brief 


quotes Mr. Gottlse oxeclusively on return on investment, 


MR .NOLAN: 


I have been told here, 


I think it was Mr.Plotkins who told me he thought thet 


there was ovidsrnee from the Imperial officials on this 


point but I have no note of it 


MR. HARVIE: 


THE CHAIRMAN: 


And I have not. 


ell I may be quite 


wrong about that. I just had that impression, 


MR.HARVIG: 


lt would be Mr. Halverson 


on marketing matters. It would not be om pipe Line. 


THE CHAIRMAN: 


generel way - well he does not 


MR. FRALEY: 


MR. NOLAN: 


LOS «4h ae Bay eee 


speak of 17. 


L.Go. 26G to imk e3c.: 


Not on the rate of 


return. I doubt if he used those words at all. 


THE Cos IRMAN: 


I will not keep you unduly on this. 


All right, Mr. Frawley, 


is there anything 


then you have to add sbout this particular feature. 


Major Lipsett suggests, and there scems perhaps some 


reason in it, that the rate of return Dr. Brown was 


talking about is probably what Mr. Macleod has just 


referred to, what the investors are getting on their 
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shares. 

MR. COTTLE: That is not what wr. 
Macleod is referring to you, Sir. What the chart shows 
that Mr. Macleod has referreé@ to is the percentage of the 


total revenue of the company. 


MR. FRAWLEY: The total consumers' 
dollar. 
MR. COTTLE: The total consumers! 


dollar resulta in profits to the company. 5% of their 
Sales in other words 5 cents out of every dollar sold 

ig the net profit to the eompany. Now thet has nothing 
tc do with the amount por share or the amount per dollar 
Of investment. Even if it did I do not think it would 
be helpful because the Texas Company is a very largs 
integrated company. It has much production and that 
still woudd not help any, even if that were the figure, 
it still would not help in relation to marketing and 
refining combined. In fact the kind of figure that 
we want would be very difficult to get. You would 
have to get 9 group of represents tive companies that were 
engaged solely in marketing and refining in order to get 
the picture, because so many of the companies in the 
States are so completely integrated. They own pipe 

Lines without separate companies. They own *ransportation 


whe 
u 


Ry 
@ 
: 


facilities and production and many other differ 
things. 

WR. GOMMISSIONGR LIPSBIT: was not what Dr. Brown 
was referring to what I was suggesting, thay his reference 

to the 4% approximately rate of return was what the investor 
was getting on the current market value of the sh rese 


4 of, asa 
The shares were standing cn about a 4% basis. 
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MR. COTTLE: I do not know what he 


was referring to but I doubt if that is whet it was, 
because he said refining in the States, and he gives his 
impression it was a 3 or 4% returns I do not know how we 
could relate that to ihvestmenht in shares. 

MR. COMMISSIONSR LIPSETT: Not if it was only 
refining he was speaking of. 

MR. GOTTLE: And before the T.N.#.C. - 
the T.N.H.o%., has been attempting to get qa distinction 
between refining and marketing and only about half of 

the companies were able to segregate their operations in 
that way. 

MR. FRAWLEY: Now let us have no 
misunderstanding. Let us look at the record. I am said 
to be doing several things here. In Volume 127 at Page 
14,209, Il am the person that first had Dr. Brown talk 
about rate of return. 

THE CHAIRMAN: Volume 127? 

MRe FRAVLEY: Volume 147, Page 14,209. 
I opened the discussion with these words "Now then the 
thing that has to be discussed then, I take it, is your 
views ebout the rate of return which these operstions 
show." And then he says "Yds, that was one of the 
questions which was asked me when I was here before." 

M . NOLAN: Yes. 

MR. FRALEY: That goes tack to 
dune. f would like to have that for everybody's infor- 
mation to know how - we can probably get that very 
quickly. Volume 78, Page 9,040. That is the Chairman 
asking Dr.Brown, and I think that is the first mention 
of rate of return. That is on thelS5th of June. It 


just naturally smerged from the discussion. 
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And that is arrived at, I take it, by deter- 
mining what, so well as one can, what the 
product has cost to create from the erude 
article, making an allowances for such proper 
profit in respect of the operations there 

might be. I mean knowing what is solid to the 
jobbers for alons does not matter, does it? 

It may be soid to tham too high or too low? 
What you have stated would be the way a price 
eontrolling commission might look at any 
operation operating more or less aS g public 
utility. But what I have done here is the 
exact’ - or what is dune here is the exact 
reverse of that. In other words, we are trying 
to find out how much the gompany mads from their 
operation at the refinery. 


Ana .see ie theta fair return? i 


L @hink thet as theacfires. 


time the expression is used. And Dr. Brown Says:- 


WA 


ty 


Wt 


And come back and See Whether that is a fair 
return or not. it is getting to the seme 
answer but travelling the road in the opposite 
direction. It ssems it is ebout the only way 


we have of going at ite u" 


L think that is where 


the thing opened up and I think thst is what he means 


when he says to me at Page 14,209, well he said to me, 


"Yes, that is one of the things I was asked befors." 


So certainly I asked him these questions abouts rate of 


return. 


All I am suggesting is that perhaps he is not as 
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competent to speak about rate of return as he is about 

the contents of a barrel of crude oil and its chemical 
constituents. That is all. He gave his evidence. He 
Seemed to possess some knowledge of rate of return. 
Frankly, he talked about risks and he should know something 
about the risks; he shoulé know something about the 
rapidity of the obsolescence of refinery squipment; He 
knows all about that, and one cannot say and I do not 
propose to say for the moment he is inco petent to speak 
on rate of return. But now let us see what he said about 
the three or four per cent and that is all I wanted to do} 
and ses what brought that in. Volume 127, Page 14,214. 


It was in answer to the Chairnan's guest ion:- 


iA) TH CHAIRMAN: why do you contemplate 
: with perfect complacency e high return, what 

2 are the hazards, Doctor? 

"Sh Vell I believe the hezards can be best presented 
i by reviewing the history of the return on the 

" invested capital im the refining industry, 

ua perhaps in Calgary, in Canada and in the 

* United States and in the world; now it is 

" . my impression that the average return of 

2 invested capital in the refining industry 

Jd in the United Stetos is somewhere around 3 

Y or 4 percent, even under reasonably good 

sy conditions . u 


Wow I agree he 
introduces that with these words "It is my impressicn", 
but I wonder why the Commission should not have that 
information. Tt is available. All he is speaking about 


4s the history of the return on invested capital in the 
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refining industry and he is speaking about the United States. 
That is not something that is beyond our reach. That is 
something that can be obtained v-ry readily from an exe min- 
ation of the financial returns of the American companies or 

a typical group of companies. How did Dr. Brown know? 

Where did he get his impression and so on? It ean be 

easily followed through for the information of the Commission. 
Ma. HARVIB: Not by an integrated 
company you cannot. 

MR. PRAVLEY: BY eny companys.» ad 

scems to me this is a Gommission and it is not a lawsuit. 

Lt seems to me if this is a troublesome question. and if 

the Commission is interested in getting that a little 
Clearer, why egannot it be followed up by br. Brown. 

Why cannot Dr. Brown be asked to explain it and then we ean 


as oS Source 


gu to the same source of information that w 
of information and then know what the true situation is. 
He is talking simply about the history of the rate of 
return in the refining industry in the United States. It 
is not very difficult. I myself am most culpable of alli 
in not following it up more clossiy. He could pernaps 
have showed me the page anc the book where he got that 
information. If it is as readily available as that why 
Should the Commission be left troubled or worried about 
it. Frankly, you take Bxhibit "713" away and you have 

not got very mech, You have the 15% and then you have 

no answer to your own question "why do you contemplate 


" if you ere 


with perfect complacency a higher returns 
persuaded by the evidence and thought it to be a high 
rate of return, and the ide@ is it is no longer 9 high 


rate of return, well thet is fine. But all IT am troubied 
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about is you heave not had your guestion answered and that 
is all. 1% does not leave itas satisfactory as it might 
because if you reject my exhibit then you have not got very 
mich frankly. My duty is to see that the Commission gets 
as much evidencee.cero. 

THE CHAIRMAN: I do not think we can 

do very much with your exhibit, I thought we were agreed 

on that, thst we could not. 

MR. FRAWLSY. well this is imperfect. 
It is not the cogent sort of evidence one would like to 
heave. It is not strongly stated. It may be perfectly 

true and it may be just a figure Speseh, but he says "The t 
is my impression", an@ frankly speaking for myself I do 

hot like to put too much stress on evidence of that kind. 
But we might—improve upon it. After all it is a commission. 
THe CHAIRMAN: Oh yes, we have no dif- 
ficuitios about that feature. But while it is @ Commission 
Il want to be sure that that which we finally act upon 
Counsel have had a chance to speak to. 

Mie FRAWLEY: Yes, that is true. 

THE CHAIRMAN: Gounsel who appear for 
parties in interest, who may be affected by our recun- 
mendations in the course of time. TI do not know, 

Mike HARVIw: I do not know, Mr. 
Chairman, as far as we are coneerned that we have any 
objection to taking that at its face value. He says 

that is his impression of the inéustry, what it has 

done in the past. The evidenee is that our company's 
operations right hers during a certain number of years 

over the last ten, we have lost money in operations. Now 


that does not mean becauso we have lost money in the 
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past that we propose to lose or should lose money in 

the future. The evidence is, and the only evidence I 
submit, is that we are entitled to that rate of return 

and we should be allowed that if we ean get it. What has 
been the actual experienced in years gone by in the States, 
ba.it three, four or five per cent, is of interest, but I 
do not think it has anything to do with us and there should 
be no dispute or worry about it. 

MR. FPRAVL RY: lt is of more than passing 
interest. We are not making this a publie utility. That 
brings me right back to my original submission that the 
people of Alberte should be entitled to a price of gasoline 
which makes for the company no greater rate of return than 
competition and circumstances in other rrovinces and in 
other parts of Amcrica make for the Company selling and 
refining gasoline. 

MR.HARVIS: : Possibly if you take 

an average for the same number of years as that figure 

is arrived at you will find we are not maxing any more. 
There is no evidence on that. 

THE CHAIRMAN: well what is your feeling 
Mr. Nolan? 

MR.NOLAN: I thought Dr. Brown 
meant that the experience of the American companies in 

the industry had been that on the average in the past 

they had been able to make only this emount of iioney. 

He was holding that out, as I understood, for the purposes 
of cee But he did not think that was right. . He 
thought that was too little because he goes on Yight away 
and links it up with what perhaps I might call his reasoning 


on the point. He says "Now it is my impression that the 
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average return of invested capital in the refining industty 
in the United States is somewhere around three or four ~»er 
cent, even under ressonably gdod ¢onditions." Then "Now 
faced With thet hazard of getting nothing back, in my 
opinion there must be the promise of getting 136 or more 
back in order to keep the industry in the state of mind 

and in the ability to raise capitsl from the publie so 

that it will take those risks." He was, as it were, 
Shocked by the difficult experience through which the 
industry had been passing in the United States, and we 

have heard that at every turn. 

THE CHAIRMWN: Well, Mr. Frawley, 

don't you think perhaps that is qa fair interpretation 

of the evidenes that Mr. Nolan has just put to us? And 

is it fer removed from what you yourself have just been 
putting to us? 

MR. FRAVLEY: That ls what hes 
happened. 

THE CHAIRMAN: I mean it leaves open 

to you - Mr. Nolan's view apparently supports yours in 

the sense that it supports the argument, well thet is what 
has Neen going on in the United States. But Mr. Nolan 

says that the witness than says that that is past 
experience but that is not good enoughe whether his 
evidence be worthy of weight or not is for us after all, 
subject to such comment as Counsel may meke on it to help 
us. But I am thinking now th: t if his evidence is meaning 
less, I would be disposed to ask Counsel to join in Sone 
communication to him. Beeause as you ssy ve are a Com- 
mission. °e6 are not coneerned With when we get the evidence. 


But I am inclined to think, perhaps you are not apart 
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really on what his evidence does mean, and to the extent 

you agree we are inclined to think you are quite right. 

He is saying there his United States experience and that 

is one thing. Now he said "You asked me what is the proper 
rate of return, and thst is another thing" and he gives his 
reasons. I do not think you are apart. I think perhaps 

his evidence is plain enough. 

MR. FRAVLSY: I think the two things 
can be reconciled, what he said anc what I am saying. 

He said "That is what happened in the United States. 

That is not good enough, and I am going to lay down an 
ideat for you." But I turn around and 4 say "No, that is 
not good enough for the people of Alberta, a rate of return 
of 13 or 14%, when all other people are enjoying the benefit 
sr 46. 5 ons 5 0 

THE CHAIRMAN: That argument is wide 
open. I am speaking now as to whether we should communicate 
further. Ido not think we should. 

MR. FRS&!. Ley: Lodo nob urge. a2taBus 

I just wanted the Commission to have something from all 

of the evidence if they could. 

THE CHAIRMAN: I think, on reflection, 
his evidence is not mesningless there, that the interpretation 
that Counsel are now giving to it is the correct one. 

MR. FRAVLEY: . You see there is this 
weight to be given to it, as I said about some other parts 
of the evidence, when Dr. Brown made that stat ment the 
Companies were here with a11 their officers. Now if Dr. 
Brown was just wrong and this impression he was speaking 

of was just a foolish one, my friend would have been quick 


to correct that. 
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THE CHALR MAN: That is again qa matter 
of argument. 
MA. FRAWLEY: Yes, and that not having 


been done. «ss» 


THE CHAIRMAN: we Will take his evidence 


as it is. Have you anything more to add to this phase? 

We have taken you away for a long time from the argument 
you started out to make. But unless you have something to 
add yourse6if? 
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) IRMAN: Ail right. 
FRAWLEY : Teen, Urs Chad ries 
is discussion of the ostablishment of ¢ regulatory 


th the general proposition that Dr. Brown and Dr. 


proposed that the industry be left entirely to 
compstition, and I want, therefors, and I think it is 


therefore useful for the gommission to know what they 
mean when they say competition. ‘what is this thing called 
ecompetiticn to which they propose this industry should 


be completely and absolutely left? 


(Go to Page 17,884}. 
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MR. FRAWLEY: I want to give to you, 
to collect for you all in one place what Dr. Brown and 
Dr. Frey say about competition. 
Now it is difficult be- 
Cause so much of it runs through the evidence but I 
have collected two or three passages from the evidence, 
not very many, on this question of what competition is. 
Now Dr. Brown defines 
"competition" in Volume 78, at page 9049 and he saya: 
"A. Your question really can be answered in a 
“satisfactory manner only on the basis of one 
"assumption or another. In other words, we can 
Massume that it is a condition of free com- 
"petition in which ease everybody cherges what 
"the traffie will bear and the consumer has as 
"his protection only the competitive sondition." 
Now that is what he calis 
"competition", the case in which everybody charges what 
the traffic will bear and the consumer has as his pro- 


tection only the competitive condition. 
Then Volume 1lé6, page 
14,148, Dr- Brown says, and this is the Chairman 
questioning; 
Cea nO One can It Dam wighd. in, fol Low dae 
"vou, under your underiying theories no one can 
"have a price that is wrong for long because no 
"orice is-:wrong which competition does not cor 
Poet t 


"A. That is right in the theory of economic 


“competition. 
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"Q- The price is not wrong because it provides a 
"very great profit? 

"A. It is just fortunate for the producer. 

"Ge It is fortunate for the producer and if the 
"law of competition is to have play then it will 
"“eorrect itself? 

"i. Yes. 

"@e Sooner or later. If sooner the better for 
"the public and if later the worse for the public 
Nand the better for the man who is making the 
“profit. The only alternative for that is to 
"create a Public Utility to which Utility you 
Nouarantee profit even as you restrict the 
Worotits ? 

biey neateipiright." 

Now he is’on the larger 
question there but I just wanted that for what he calls 
the theory, for his definition of "economic competition", 
that it is the situation in which no price is wrong, it 
if jes @ fortunate one for.the producer if it is high 


and a fortunate for the purchaser if it is low. 


We HARVIL: That is speaking of pro~ 
duction. 
MWRe FrRAWLLY: No, it is using "producer" 


in the economists sense, this is not the production of 
CPOs» ILO. 110 

Now those are all the 
passages,-I will come back to Dr- Brown for other pur- 
poses, but Dr. Frey now defines competition and I will 


give you Volume 132, page 14,764, at the bottom of the 
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page, £ am not certain but I think it is the Chairman, 
from my notes, yes, it is the Chairman: 
"Q. If I understand you aright as to what are 
"those rules of competition, they are governed 
"by exactly how much can you get in the light 
“of what our neighbors will do in their effort 
"to get? 
"A. Yes sir, plus one other factor, how far 
"can we go in meeting our neighbors without 
"soing broke. 
m@.  “ixactuly. “$0 that if you put the pubiie 
"on the one hand who must have the necessities 
row life and you put on the other sids thuse 
"who provide those necessities of life, the 
"only protection that the one wh> must have 
Mt he thing gets is the most that anybody, any 
"supplier can get from him, subject to the 
"brakes imposed by the greed of one who is 
"also supplying? 
"A. Yes. 
"Q. We are right down to that? 
WA. “Yes sir." 
Now that is all for what 
I 6all "the devinition of canpetition”. 
THE CHAIRMAN: Now you got something 
more and I would like to have it here if we can con- 
veniently Bet. it, at the moment. You have the same 
theory emunciated by Mr. LeSueur in discussing how 


you arrive at the field price, the rule of canpetition 
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wR e FRAWLEY: . Oh yes and you might add 
br, Frey to that, when he was discussing the crude price. 
Mike MACLLOD: br. Frey emphasized that 
further by what my friend read, where he argues that pe- 
troleum products are not a necessity of life. 

MR. FRAWLEY: No, I have that. I was 
coming to that under a Gifferent part of these notes. 


THE CHATRAN;: Yes, but I think Mr. 


R 


LeSueur's evidence is right squarely on this because 

you will remember I was concerned about how the field 
price, what were the things behind it, how it was ar- 
rived at and he said it is just "competition". wr. 
LeSueur made that very clear, he cleared it up, it was 
not some gentlemen sitting around a table and forming 
judgments without something upon which to predicate 
their judgments and as I understood it, he said it just 
comes down to this, having regard to the competition, 
what, on the part of the person buying "How low can we 
get it for". 

MRe FRAWLAY: ie Wis jst eee. Gites, Gan 
find that for you, mre Uhairman. 

THE CHAIRMAN: And then there is just the 
other side of the picture "How much can we get", and I 
remember saying "Well now that simplifiasand clears up 
for us how the field price was arrived at", you remember 


that, Mr. Cottle. 


hR. COTTLE: Yes, I remember that quite 
well. 
THE CHAIRMAN: Pair Sue Ole ise be ld 


price and I think this is the place to get it. 
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MR. FRAWLLY: Yes and urs Nolan may 
have it, Volume 128, here is something which may be 
of interest, page 14,292, he is talking about the 
sacrifice at Sarnia and he says: 
"A. A sacrifice at Sarnia would serve no 
"purpose today}; Mr. Commissioner; your crude 
slg practice lily set by sompetitive conditions 
"on your refined products and their prices 
"are subject to very severe competition and 
"I doubt if it would be sound to depart, except 
"under special circumstances, from those principles." 
THE CHAIRMAN: No, Mre LeSueurwas being 
examined by me as to how he made his field price. 
MR. FRAWLEY: Yes. 
THs CHAIRMAN: I felt perhaps through 
my own inability to appreciate it, I had not gotten 
much light from Mr. McGrath's evidence and I was try- 
ing to clear it up, something which was posted in that 
Valley, how it was arrived at. Well, Mr. Frawley, we 
will leave a space for it and perhaps at the noon 
hour some Counsel will find it. 
MR. HARVIL: hire Gaby dealt with the 
pubjeet, Mr. Chairman, et Volume 166, pages 15,255 
through to 15,259. 
THE CHALRMAN: Mr. Gaby speaking on the 


subject of competition. 


MR« HARVIE: © Yes. 
THE CHAIRMAN: In a general way. 
Mir. HARVIE: Yes, and gave some il~ 


lustrations. 
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THE CHALRWAN; You say Volume 136, pages 
15, Zou" pee LoOSeoo. 
Mike HARVIE: Yes, wr. Chairman. 
MAR. NOLAN: Dr. Frey said at one 


point; 
"There is no mystery about field prises as I 
"see them. You buy at the lowest price you 
"gan consistent with quality, transportation 
Nand supply." 

THE CHAIRMAN: Yes, I would like that, 


Isr. NOlan. 


Whe NOLAN; Volume 125, page 14,008. 
THE GHALRivwAN : Well we will leave a 


space for it Mr. Frawley, and someone will find it no 
doubt during the noon hour. 
Mie FRAWLEY: Very well sir. 

Wow these passages which 
L have just read plus---~+ 
THE CHALTR: AN: It is along the lines of 
what Dr. Frey is saying. 
Mike FRAWLEY: | Yes, to complete really 
what I have said, really, as defining this competitive 
system. 
THE CHATRMAN: Yes, and emphasizing the 
definition you are giving is right. 
MR.» YRAWLEY: G@uite so and just elab- 
orating on it». Just so we will see what it is that we 
are leaving the industry to, whether it be good or bad. 
THE CHAIRMAN; Quite so. 


whe FRAWLEY: Now my second proposition 
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is in the form of a question and thet is: 
"Ts the Board to recommend that the interests of 
"the consumer and interests of the various units 
"in the industry itself be left entirely to the 
"protection which is afforded by the so-called 
"free play of competitive forces?" 
THE CHAIRMAN: Would you mind saying 
that more slowly because I want to follow you. 
MRe FRAWLEY: mY proposition is "Is 
the Commission to recommend that the interests of the 
consumer and the interests of the various units in the 
industry itself, are they to be left entirely to the 
protection which is afforded by the so-called free play 
of competitive forces?" 

Now again I want to refer 
to the evidence, what did br. Frey say about that, about 
the advisability of leaving to the industry itself, with 
the consumer heving no part, no voice, except such as comes 
through the inter-play of the competitive forces. 

Now this is what he says 
about that. I have quite a few references and its 
principal use is to collect in one place for the Com- 
mission for ready reference these passages and there may 
be I quite agree others. 

Now I want to first refer 
to Volume 132 at page 14,764. 

THE CHATRMAN; - Phat, is Dr. Prey? 
MR. FRAWLEY: Dr. Frey» He apparently 
had been talking about bread and the question is, the 


Ghairman's question is:. 
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"Q. And what applies to bread perhaps in a 
"lesser measure applies to gasohine. It is 
"pretty well today out of the luxury class 
"don't you think? 

MA. I very decidedly think it is out of the 
Niuxury class. 

Now that is the first 
statement. We have this commodity with which we are 
concerned out of the luxury class and then a series of 
references in Volume 1269 and first---~ 
THE CHATRMAN: You have got first, where 
he somewhat recanted about that. He started by saying 
it was not in the list of necessities and then I put 
it to him that he couldn't have it both a necessity and 
not @ necessity. 

MR. FRAWLLY: Yes, I remember you put 
it to,him later on and my impression----= 

THE CHATRIvAN ;: I just want where he 
started to go away from his present definition, you 
remember that, iire Frawley. 

MR. FRAWLEY: . Yes, and I have not a note 
of that. It seems to me he did not depart, he cid not 
want to recant entirely and say it was not a luxury but 
he seemed to be going away from it and I remember you 
brought him back to it. 

THE CHAIRMAN; Yes, and I said "Well now 
you have stated that it is not a luxury and you have to 
stand on your premise". 

WRe FRAWLEY: Yes, that is true and I 


myst find that for you. 
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THE CHAIRMAN; However, you can do that 
again. 
Mik FRAWLLY: NOW at Volume 129, at 


page 14,416 there is a passage there---- 


TH CHAIRMAN: That is Dr. Frey again? 
MRe FRAWLEY: Dre Frey, yes, ire Chair- 
mane 
THE CHATRNAN: Right. 
Mike FRAWLEY: There he said; 

"Qe MAJOR LIPSETT: Dr. Frey, if I may 


"interrupt you for a moment. I gather that 
“your general view is that there should be 
"Government interference if the price cither 
"soes so high that the public are being badly 
"treated or that it has got beyond control or 
"if the price goes so low that the Industry is 
"going to be ruined? 

iA. Lea." 

Then in Volume 141 there 
are a number of these that I want to give to you and--- 
THE CHAIRMAN: ijhere was something be- 
fore that surely, you remember it was put to him "Did 


he go the length that Dr. Brown went". 


WRe FRAWLEY: Ye Se 

THE CHAIRMAN: And he “said: Zo <3! 
MR. FRAWLLY: That is true. 

THE CHAIRMAN: And that is where he 


first laid it down as to what his qualifications were, 


Mire Frawley. 


MR. FRAWLEY: There are so many of these 
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statements, that is true, that is another one, he says 


"IT do not go as far as Dr. Brown", 


THE CHATRWAN: | I mean that is an impor- 
nt one » 

MR» FRAWLEY: Oh quite. 

THE CHAIRMAN: Because he squarely faces 


Dr. Brown's theory of competition and says he does not 
en all the way with him. 
MR«e FRAWLEY: Yes, that is true, oh yes. 
Now iv ts" tunny, I just put my-hand’on it,“here itfis in 
Volume 129, page 14,361 and he says, yes, this is it, he 
is talking about Dr. Brown and I think he was about to 
enter upon a discussion of probably marketing costs and 
he said this or you said this to him, Mr. Cheirman; 

"G- Before you enter upon your own discussion 

"Dre Frey, do you accept the views that there 

"may be no circumstances under which there should 

"be any interference whatsoever with the free 

"competition determining that price? 

mA. Do IT do not accept that proposition all 

"the way through. 

"Q@. Dr. Brown put before us competition must 

"have its free play and competition will do 

Nits leveling out and that the public must 

"wait for the long swing in all circumstances. 

"phat is really his position and I wondered 

Tif you were giving the stemp of your approval 

"to that wide proposition put forward by him 

Nand maintained under cross-examination. 


"A. I am not prepared to go all the way with 
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"Dr. Brown on that proposition." 
THE CHAIRMAN: Exactly, thet is the 
point that I wanted. 
Mre FRAWLEY: That is at the top of 
page 14,462 and one more, one or two more questions I 
think are important there myself. You continued to 
examine him: 
"GQ. That if that were to be accepted as the 
"principle never to be deviated from of course 
"there would be no such thing as public Utility 
"control in the United States, in the way we 
"have it in America today. If that principle 
“were accepted in its entirety is that not 80? 
Cee tes teel thateis true. 
"Q. Nor in the Oil Industry there would be no 
"such thing as conservation supported by Leg- 
"islative enactme nt? 
"A. Well on that score I think I would be pre- 
“pared to support the ccnservation activities 
"without any further control or competition. 
"But I think that requires a great deal of---- 
"Q. The fact of conservation is opposed to the 
"orinciple that Dr. Brown enunciates, in its 
"widest terme? 
"ae In its widest terms, I think I would have 
"to agree with you that the conservation def- 
"initely ane have a restrictive effect upon 
"competition of a type in production. 
mg, And it has a definite effect on freedom 


Wof individual action? 
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Na. Yes it does. 
LL a a That presupposes that there are checks and 
"drags upon competitive effort? 
"A. Yes. 
mm. Well I do not know whether this is the 
Tooter or Oy. ara if it is not IT -of courrne wilt 
"want you to tell me soe But these things will 
“ultimately have to be explored? 
NBs WL OS 6 
"Q@. And we are not, at least until we have 
"heard about it, accepting everything that Pr. 
"Brown has saide Whether we do ultimately or 
"not is another matter but we want to hear more 
"and it may be that you prefer to go on right 
“now and deal with these generalities at another 
"time ?" | 

And then he says; 
"Ke I think I shall lead right into that as a 
"matter of fact. 
"Q. I see? 
"A. And before I complete this general state-~ 
"ment I expect to enunciate four or five 
"eeneral principles in which I believe that 
"normal economic processes break down and 
"conditions in which it is necessery for a 


"State to take a part in the operation of an 


"Industry." 
THH CHAIRMAN: YES8 o 
MRKe FRAWLEY: Now then---- 


TH CHAIRMAN: Then where does he first 
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announce those four circumstances in which he would 
have intervention. 
MR. FRAWLEY: I will teil you what I 


was doing, lire Chairman, 21 was doing it chronologically 


ang 2 Wilt) come to thet. 


THe CHALTRMAN: Very good. 
MRe FRAWLEY: That will come. Then at 


page, Lt had given you a short passage, this guestion 
by siajox Lipsett ané the answer on page 14,416 in 
Volume 129 and I wart tn go on to something on the very 
next page, just one more page, at nage 14,417, he says: 
™A. Because I definitely believe that a 
"Government has the right and the respor- 
“sibility to enter into thse problem of in- 
"dustry Regulation either on extreme flights 
"ef prices upward of in the event that the 
MDeGoom crops Olt Of the price. + also think 
“that a Government should be in a position to 
"orotect against punitive prises in which, or 
"monopoly prices, in which there is an indicat 
"Gi0n that some one is trying to drive someone 
"Nout of the business by establishing prices 
"thet are too low. Now back to differentials." 
Then in Volume 131 at 
page -4,5535 he says: 
* A, I think that whenever a Government takes 
"a position, a mandatory position, that it 
“wants to be very sure of its ground and to be 
%sure tnat the thing about which it is going 


"to be mandatory absolutely demands action. 
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Wand beyond that point I think that the 
"Government should exercise an influence, 
"just as good an influence as it can, over 

"the ways of businéss without necessarily 
"taking a mandatory step. A straight punitive 
"action on the part of the Government is dan- 
“eerous, in my judgment, and only when the 

"end justifies the means is it desirable for 
"the Governmemt to go all the way. I think 
"that we have gotto consider that big things 
"require big action and little things require 
"little action and I am still Anglo-Saxon 
"enough in my concept of law to believe that 
"the less law we have the better. I am not one 
“of those individuals that says that if you 
"find an evil that there should be a law against 
"every evil that exists. That is a character- 
"istic in the United States of which I am not 
"particularly proud + "that there ought to be a 
"law against it", is what is commonly heard down 
"theree JI believe we can get further in the 


"long run if we will, as a Government, werk with 


“industry rather than everlastingly throw ob- 


"structions in the way that must be hurdled or 
"else the individual who bumps into them must be 
"damaged bye This business dructure is a very 
"complex structures It is sensitive. You pus 
"your finger down on one spot and you start the 
“planetary system goinge You only intended 


"to affect one gear in the end but just as soon 
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"as you stop one gear the planetary action goes 
"into motion and you cannot predict the ul- 
"timate effect upon the system. So that I pre- 
"fet as far as possible and as long as I amin 
"my owm particular Government to throw just es 
"little interference in the normal economic pro- 
NM6epses as possibile. I1.think that a situation 
"must be drastic before it receives drastic 
"action." 


And then he says at page 


14,661: 


ES 


"Q. MR. COMMISSIONER LIPSET?: But I take 
"it, Dr. Frey, you visualize the Government 
"taking an interest in and watching the in- 
"dustry and keeping in touch with the industry 
"for any reforms of any kind that they might 
"think advisable at any time? 
"A. Very definitely. 3 feel that the Govern- 
"ment should be in close contact with the in- 
"dustry and that the Government should know wuat 
“is happening. I do not think that should be 
nieft to chance. That it is a responsibility on 
"the Government towards the governed, to those 
" vho create the Government, for the Governma t 
"to know what is taking place." 

fénd Volume 1226 at page 

14,766: 

"OQ. My thought is this and I~ am pernaps not 
"putting it well nor cleariy- But it is this ' 


And it is the Chairman EI think, 
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"But it is this, that just as aurely as there 

"is an industry supplying gasoline and other 

"Detroleum products in order that it may continue 

"in being there must be people buying it? 

"A. Yes. 

"Q. And that consumers are just as much in- 

"terested in the petroleum industry as the ven- 

Pdors OL 207 

"As They shoald be I should think." 

Them at page, the same 

Volume, Volume 142, at page 14,775: 

"Q. But that there is that place in between 

"in which you say that no government should 

Wintervene, and which I put it to you that 

"the only one who has any say whetever as to 

"the policies that shall previal, are those 

"who are aching ' 
Now then the word is "aching” and that may be exactly 
as he said it and Ll hed pverhaps better read it as the 
zeporter has it: 

“Are those who are aching to get the biggest 

“profit they can out of the consuming public; 

"] offer no criticism of that but I say that 

"is the fact, is it not? 

"A. Theat is essentially the fact. 

NO Yea? 

"A. That various people interested are getting 

"oll that they can under the competitive system 

Nexisting. 

"OQ. Well they do but in that intervening period, 


"in that intervening period where there is no 
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18 - 17,900 - 
Wereat surplus quantity and no great scarcity? 
"A. Yes. 
"Q. The only consideration given tc the con- 
"sumer is "how much can we sensibly get out of him"? 
"A. <Any person, in establishing a price on which 
ibpoe ys a large enough business to justify his 
“activity, must be sufficient] y reasonable in his 
"approach to that intended business that he has a 
"fair chance to participate in it; let us say in 
"any class of industry we more or less, in start- 
"ing a new business, we are more or less forced 
"to consider who are possible customers, the 
"eustomers that there are going to be and gauge 
"our prices largely on the possibility of..serv- 


Wing that public." 


(Page 17,901 followw#) 
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-17,901- 
Jd. J. Frawley, K. C. 
MR. FRAWIEY: That is Volume 132, Page 
14,775. Then at page 14,780 there is another short 
passage. 
THE CHAIRMAN: The same Volume? 
MR. FRAWLEY: Still Volume 132, at page 
14,780. 
"Q Yes, now that being so, is not all you say a 
" negation of that which I thought was now well 
a accepted by economists everywhere, that everything, 
" where it is known as in the public utility field, 
us tne public heve required protection by. the State, 
where all of those things you speak of have full 
# ang, ree Teien. 
"A In the public utility field it is almost always 
y monopoly. 
mm Oh’ surely? 
NAS Oin the United States there is practically nothing 
v in the public utility field that is not a monopoly. 
™Q «a monopoly? 
"A absolutely. Our telephone companies are a monopoly 
A and therefore have to be regulated. Our gas 
: companies are a monopoly and are regulated, 
oe Ces. 
Te Our, Slectric power companies are monopolies and are 
i) consequently regulated; practically all our public 
n utility regulation is on monopolies and when they 
iY become Leshtart ti eae must be régulated. 
"2 You might add milk in New York, may you not? 
"A Milk in New York is not a monopoly, that is another 
\ reason. 
Noes Lu ws rerulaved? 
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"A It is regulated for one purpose and that is to 
return to the producer of the milk that which 
x Will keep up the supply. 


"Q Well now accepting that, I am certainly astonisned 


i to hear you say that, but I do not propose to 
i question it. My reeding of the Supreme Court 


D decisions in the United States would lead me to 
a think that there are more things than monopolies 
which were subject to regulation in your country? 


NA Wot as public utility regeulations. Of course it 


a depenas on what you consider public utility regsula- 
™ taen. i grant you since 1905 that the asricul ture 
i experiment has resulted in quite a number of price 
n fixing situations and that while that could not 

in 


have been contemplated prior to 1933, it exists 


us as a fact now. Those howevér are not usually 


+. 2 


: regarded as public utilities. 


Q@ Yes. Well now let us assume that there is nothing 


i except monopolies that are governed by thé publis 
i utility mechanism today; if what you have enunciated 


: as applying to competition were to be taken as a 

Hi hola on the monopoly, how could that arise, tres 
competition, will allow capital to flow wherever 

" there are great profits, how coulc there be moncpolies? 

uA Very, very easily; in feet if I wanted to create 

u a monopoly all I would do would be to create the 

y most vicious type of competition and I would get a 

é einer, 

9 Exactly, exactly go, and then is it not right to 


i say perhaps that the consuming publie should have 
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something to say about whether or not they will 

find themselves in that spot? 

I would say very definitely they should. That is 
what I said, wherever a situation exists in which 
there is a monopoly, that is one of my fundamental 
tenets on this, that if there ig a monopoly or a 
threat of a monopoly, that the public is interested. 
That is fundamental to all of the statements which 

I have made. 

Well now how can the public be guarded against 

that unfortunate state of affairs, they cannot 

be before it becomes attacked, unless they have 
some say in the control? 

it seems to me they do have some say in the 
controi and the other thing is this, that if 
WomrcOond tion exisis or is likely to exist, thee 


there certainly must be someone in the 


a 


Government intelligent enough to recognize thas 
rescence ener TI . : anon Wee : _ 

fact and bring it to the attention of the powers 

Pom Lys ion . ee 


that be. 


pest itHS Sn en reese 


Yes, so then as I understand you, doctor, and I 

am exploring this for education and not to disagree 
With you nor yet to agree at this stage, but 

there are three times when the Government may 
proverly intervene in your view; the one, when 
there is great scarcity, one which may lead to 

the public being held up; (2) where there is 
great plenty which may lead to the demoralization 
of the industry and (6) when there ig a likeli- 


hood of monopoly, are there any others? 
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"A Yes, and (4) when there is collusion. 
"Q That is to say when seeming competition is not 


J actual competition? 


tA. Yes. = 
THE CHAIRMAN: There 16 14,7017 
MR. FRAW TERY: And 14,781-2-3. The last 


ig at the top of page 14,783. Then at page 14,787 is 
the next: 
i eGo ee y tha Tie eeneral principles sina ue. 
al Bmunciaved before, that if the prices is sc high 
us and] -oO(Glear ily Rien that tie public Suc be 
: protected from that high price, whether it is on 
Mi one, two or three or half a dozen products, that 
the public has an interest and that public interest 
. to me could logically be expressed by the State." 
Then in Volume 153, page 14, 844: 
"Q Have you examined into a situation anywhere where 
iu there was Government control like in Utility 
y control, like unto the type of control that your 
a Interstate Commerce Commission exercises within 
i tts field, of which everybody approves in tne 
" United States don't they? 
"A TI would not say everybody. 
"Q Well not everybody but the great majoiity of 
ih thinking men give the stamp of their approval 
wo lb, Or Con't they? 
"A To a limited extent. ‘Ye all recognize the weaknesses 
E or the 2. Os0. but we think the principle is good. 


m Te would like to see it a more effective instrument 
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than it is nOw and I think the I. 0. G. too 
would like to become more effective than it is. 
But speaking of a type of control as distinguished 
from the taking over of an industry. Iet me put 
it another way 1f I may and you can get the 
thought which is in my mind. ‘Je have a duty to 
explore and find out all that we can about this 
Industry. Now there is the one point of view 
which you have so well put forward that free am 
unrestricted competition will always serve to 
orovect the public? 

Except under the conditions--- 

Except under the four conditions that you adverted 
to yesterday? 

Ves eosg. 

Now there will be the other point of view; of 
Gourse, to which we must give consideration even 
as we do to yours. 

Vege. ’s 

Namely, that the public is not adequately pro- 
tected, that competition as we know it in the 
ordinary run and not in the emergent conditions 

of which you have spoken, is not adequately 
protected; that is the theory of gain being that 
which is the urge for every company is not enough 
to protect the individual who must have the 
particular product under consideration. And so 
that person says, ‘Well something has got to be 
done about this,’ and naturally one explores ways 
and means to give effect to his views to see where 


it would land us. And so I put it to you that 
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there are those who are prepared to support the 
"view that monopolistic control is not a bad thing, 
providing that it is supervised by compvetent 

u Governmental agency. You think there is nothing 

" to that? 

"eh lewonld not say there is nothing to it. No I would 
i; not want to say that. I gnouid say that we would 


" have to consider what we would expect of a gain for 


u the difficulties and costs that we would go tc in 
: producing the results. I should say far instance 
By! aoplyine it in a State for example ~ I prefer to, 


if you will permit me, to consider my own country 

n rather than yours because I do not feel I should 

i comment on what the Government of Canada or the 

" Government of Alberta should do - in my own country 

5 I would consider that the establishment of a 

u monopoly by a State would be practically impossible." 
And then he discusses national monopolies, and if you want 
thab Bow wall fine the reference, starting as I did in 
my reading at page 14,844, and he goes through and he 
discusses monopolies through to page 14,849, and that is 
where it stops, and in those several pages I only want to 
call your attention to one or two matters.. He points out 
the administrative difficulties. You pub lb toiam, aise 
Chairman: 

™ And perhaps the difficulties with respect to 

" which you speak with regard to the State monopoly 

ae” weird apply with equal force in this country? 

"® I do not know. 

"Q Perhaps that is so. Now there is another view- 


WN point, of course, which should receive consideration 
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and that is that it should not be a monopoly, 
that there should be competition, as now exists 
you say, but that there should be a domination of 


it by Governmental agencies, a Governmental 


by the Dominion Railway Board in Canada over the 
competing railways of this country; have you any 


thoughts about that?" 


And then he falls back on these administrative difficulties. 


He says: 


iT 


Y 


y 


Y 


My position in the Government being an administra- 


Fh 


tive one, I always fall back on the problem o 
the administrative difficulties. Maybe I am lazy 
but at any raze I never look at any proposal of 


a Eo | 


that sort without considering what my part of the 
job is going to be and I can see thet, just taking 
it. out of Alberta again and going down home, 

Peneve the problem of wtrying ‘to adjust all oF the 
diffieulties in commercial organization, financial 
responsibility, sources of supply, variation in 
customer preferences and many other things of 

that sort, which I would have to take into account 
if I were givon the responsibility of administering 
an industry. I shudder at the consequences 
because it would involve a cecisgion in which I 
would, have to make up my mind very definitely, 

very; clearly, as to whom I was going to hurt 

and why I was going to hurt them. It would 
involve decisions as to what the effect would be 


for the public in the operations of these various 
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kinds and in the process I know I would have tu 
destroy some and build up others. Now I think 
that is a problem which one is faced with if they 


attempt control." 


MR. MACLEOD: Would you read the next 


paragraph? 


MR. FRAWLEY: 


Metecrert Off to control only a little bit but 
since each element has a bearing on something 
else, before you know it you are pretty well 

along the line of controlling everything, and then 
the administrative problem becomes increasingly 
difficult and you do not have business management 


at all. You have Government management." 


THE CHAIRMAN: oer: 
MR. FRAWIEY: 4+his is the same page, 14,849. 
MR. MACLEOD: You should read the next too. 


I think you should go on. 


MR. FRAWDEY: All right. 


" 


My own feeling is that business men, as a rule, 
and now I am not talking about Canadians, please, 
Iam talking about americans, that business men 
as @ rule are more elastic in thinking and are 
generally more capable of making decisions than 
Government men. ‘The business man is constantly 

in the position of taking risks and he makes risks 
decisions knowing very well that the decision may, 
if it proves false, drive him out of business 


but he takes the chance." 


And then he speaks about himself and his colleagues in 


the Government, that they are on a career basis. You do 
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not want that, do you? 
MR. NOLAN: There is something I would 
like you to look at on page 14,854. } 
MR. FRAWLEY: £ have not reached that. That 
is in my notes. That is coming up. | 
MR. PLOTKINS: Why don't you give us some 
comments on that last parasraph? 
THE CHAIRMAN: ir. Frawley will present his 
argument the way he likes. All this is being read no doubt 
with the idea of leading to argument predicated upon it. 
All right, Mr. Frawley. 
MR. FRAWLEY: Page 14,853, still in Volume 133, 
"Q Yes, and would it surprise you to know that the 
: railways in Canada probably would go to great 
‘ lengths to keep the Dominion Railway Board because 
n while there may be advantages and disadvantages 
U3 to the Dominion Railway Board, they not only are 
protecting the public as against the railways but 
u they have protected the railways as against the 
ie public and their ever increasing demands for 
u concessions, to which they are not entitled, and 
" whether you believe in that or whether you do 
mn not and whether it be true or whether it is not, 
7 it might be true, might it not? 
"A Yes, yes, and so far as we are conmerned we do 


ul not want to do away with the 7.C.C.; Lvdo.ney 


4 


n think there is any agitation of that sort. e 
" would like to have a more flexible I. C. C.,. than 
" we now have but there is no agitation to do away 
Y with Lt. 


"Q@ Yes, and all I am leading to through this 
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a illustration, that it perhaps is not something 
0 which should not be explored? 
fAAnOhe NO. 
"Q The idea of the control which is aimed not at 
y destroying but of protecting the public on the 
one hand in the matter of price as in the case of 
ay tariffs on the railway and equally on the other 
y hand seeing to it that the Industry did not become 
demoralized by competition or by yielding to 
ut absurd public demands? 
"A Well that is something, a question of Gover nmental 
". philosophy." 
MR. NOLAN: ss Now, you are just coming to 
Wievcrurrois it. 
MR. FRAWLEY: 
"Q In this country that, of course, would be a Dominion 
e Agency of necessity? 
Cees Oeiwemanclined to believe that, as with us, 
y if there is control over Industry, it mst be 
a exercised over a wide area rather than over a 
I small. area. 
Nee ec © 8m sueaking of country-wide, in our case, 
H Pomeedenide? 
I am not going to argue it. The Chairman is talking about 
railways and how one can talk about managing a Dominion 
railway without it heing Federal is just beyond me. TI 


have not forgotten Mr. LeSueur’s recommendation about a 


Dominion Board. We will have something to say about it. 
MR. MELTABARGER: But he talks about industry. 
MR. NOLAN: He says if there is any control 


over industry it must be exercised over a wide area. 


Le 


| . er a0 
is fon Aegia 66 so) 87, Lond 198 eaz Ip ded oft. 6. 
Pie 


Mt oo of Cie Set. yale Ooo to, tia 2 qoiyaute web 


ot 


, to cetrar aay ee does ore, 


plead 


ane * am vite pe Gan: gees coe A haat i 
moad 4 his vetenbot eat tad? of oe eee pubis: ro 
y agryel (ut ge dotitteanoe vo Beni lege aot 7 


tesumpevow se eehteowh = aieplee wl ares Lee. 


wi ee & 4 inaw ,2pgueo To ite’ Waa wed oat, ed aie 
G) yee he SAt ity ¥v GOR <.,. say? Ae 
EN gal gtr TE Mle at Sd So ide ce : a : at of ae 
hy . ie wo (er us pea | oa iis - Thee i. ae ge 


Ze ee ft Pepe ies eyo {ACR OT ornate, 2 a 
ooo tee Thiet sate obie aaa eee ies cere ‘veh 


wc GG) , Shiva thee to gaiiesga ane yee 


Male giidfel gf Aaa ea ae ae owe “4 ae 


_2 Gad eae ne es 
11 J, J. Frawley; ©. .0. 


MR. FRAWLEY: Yes, that is what he says, 


rather than a small area. 


MR. NOLAN: What has that zot to do with 
railroads? 

MR. FRAWLEY: It, perhaps, has a lot to do 
with the British North «merica Act. I defy my friend 


‘to- point to one piece of law in this country which would 
enable the-Iominion Government to come into this Province 
end fix the price of a gallon of gasoline. It eannot ve 
done. 
MR. NOLAN: LI would like you to show me 
any Provincial legislation which entitles this Government 
Courts Cay Oeice ef ra galion ‘of gasoline in British Columbia 
or Saskatchewan. 
MR. FRAWLEY: I have no desire in the world 
t) interfere with the price of a gallon of gasoline in the 
rrovinee of Saskatchewan. 
THH CHAIRMAN : You do not mind taking @ crack 
at British Columbia. 
MR. FRAWLEY: No. In British Columbia they 
are On thet way to something, either up or down, I do not 
know. The Supreme Jourt of Canada will have something to 
Say about it. 
MR. NOLAN: They are on their way to the 
Privy iC ouneilL. 
MR. FRAWLEY: The next passage is in the same 
Volume, 133, at page 14,855. 

"Q Yes. One canfollow that but Doctor, what I am 

i sabes to follow up and get your Views on is “this, 

My we have heara from you, as well as we could from 


i! anyone. Omwihereiiect or the full, freée-play of 
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y unrestricted competition. Now you are aman 
who has thoughtfully studied this ad who has 
had wide experience in the business world, 
i has there not been in your country, as there 
"may have been to some.extent in ours, a feeling 
tt thet hes Jed in youmreountry as in. ous, to 
Government intervention of one kind or another, 
:: a feeling that the general public should not be 
4 left entirely to the evil of unrestricted competition, 

u that there is a danger of the aristocracy of 

business concerned only with its own gains, that 

at it is not far-sighted enough to see that there are 

"immediate needs of the publie that in the long run 

will serve them well, - but whether that be so or 

uM not, is not the fact that in every State in your 

" Union and in every Province of our Dominion, we 

u have just such agencies as public utility boards 

H and one type of an agency and another, having 

i some hand in business, - perhaps some wisely, and 

" perhaps some doing a bad job through lack of 

x business experience but are they not all an 

“i expression of public sentiment, that this com- 

" petitive system is not alone protecting the public? 

"A ‘Oh, Ido not think, I would not argue for a minute 

a that the competitive system is perfect and always 

u protects the public. I think that would be 

absurd for me to attempt to argue that." 
THE CHAIRMAN: | That is a long speech of mine 
and it would be hard to make his answer responsive to the 
question there, would it not? 


MR. FRAWLEY: He gives a short answer toa 
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rather lengthy question, but a man of Dr. Frey's competence 
and ability, © think it is obvious he had in mind the 
very important propositions you were putting to him. and 


he says "I would not argue anything against that at all." 


| Now, page 14,859 is the next passage. 
THE CHATRMAN ; You will tell us when you change 


the Volume? 


MR. FRAWLEY: .es, 2.90 still In. volume 


oR 
Sx) 
F) 


He says at page 14,859: 
" At Lincoln, Nebraska, the Gity has organized a 
# filling station to compete with filline stations 
uy operated by companies in that town. They are 
t here and they are all over the country. There are 
indications that everybody is not satisfied with 
‘ the perfection of the competitive system. 


"Q And no doubt in the instances you cite, as in many 


Y that we could cite in this country, there has been 
¥ a sorry jock of appreciation of business methods 
: and lack of viston on the part of those who have 


iu been clothed With temporary authority. But the 
a 


" point I would make with you, Doctor, if you think 


U3 well of it @nd if it be @ point at all, is that 


0 there is not just one point of view, namely, 

- that unrestricted competition will serve the 

Ww public well in the long run.. There is that other 

a thought rampant amorgst the people of our countries 
i that the Government does not do its full duty 

i ad bait is concerned with all economies, with the 
i economic situation, shall I say, as it refelcts 

us itself upon the everyday life of the individual 


u in the State, and that they are not content to have 
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complete freedom in business any more. ‘There 
" is that point of view, is there not? 
"A Oh, there definitely is that point of view, but 
" from what [ have said; of course, I do not need 
to express myself more, that I do not happen to 
W agree with that point of view. But. L fully 
w appreciate it and I know it is current." 
wTheny still Volume 135, at page 14,863: 
"Q The point I make with you, only having in mind 
that you may be able to help us, is that there 
" is another point of view besides that that 
t unrestricted competition will serve the publie 
i as well as it possibly can be served. There must 
4 be some middle course between taking over the 
corporation and destroying or annihilating every- 
ny thing that is good because some have been evil. 
i I have been wondering whether or not the corpora- 
i tions that are being always the subject of attack, 
i they are being be-devilled on every hand, might 
B not welcome, as I am sure our grain trade does the 
: " grain board,,athat says what is right and sees too 
u that the eae is not harassed unduly; even 
HM as it sees that the industry does not harass the 
n Bublic. unduly. Do you think that there is 
y anything in the thought? 
NA Oh, Ido very definitely. The Petroleum.industry 
wu in cet States probably has had more 
i examinations by the Government than any other 
i industry. It has been under examination, close 


u examination, almost continuously since about 1907 


eas Ve , date. An 


aT % 3 i Seat md r 7 
tamara eh sd: wat bet n+ anne P+ 
HRAG AL SM al ve ea okt slate | ee - 
Res Ei . canal i am 
ddim oh “Sake ye > lee ee aus 1 fe tb a a why: 


syn add oye 21 ee teaup _Redianctiniant eae 


if 
sae Mi ay thee tees . : i 7 
cere ie oo Sere mele Se fr uid elas 1 i 
‘ te ~ - i) 7 fi ie, iu 
q j = Py 
_ ae vt <tageee ot 8 Me ot 
p reyety ‘ Ha rE a, ERS Yet “ eck here! aa Lem. f ip 
1S At Peay ord bey ener ies Sanaa ime a a he ait ; i ; 7 7 
4! balls : : t - 
, & i re _ . 
JE = Way _ 
Gye ‘ ; i 
: ‘ 
¢ ULPiais a : 
, Ai — a 
by } 7 
ai ees re, 4 - iu oh 
Flies Ga Se on Lever ade a Re Dad cays r 1 rm al 
Bde WF vg 
c 
om Ree we - 
a if ae i Hie we awd ee 


Aer an eT & ft 


he 


ait, 208 %G. Tube HBON y 
ag pri i 


a et eg 


+ 


ei 9 t eur, 7 pT 3 ce 
peo “hi = terete 


CRM. Oy ELON, bet ont 


ht Ni Sue ae 7 


SHtom , 8H aaah 


T-2 
15 


Si Bee aioe 


es vs Frawley, Ks. C. 


Then at 
WQ 


" 
W 


Li 


uv 


W 


" 


W 


or 1908. There has been a whole series of 
investigations." 

page 14,865: 

Quite, and I do not mean to enter on it right now, 
but I mean it was just another instance, perhaps, 
of the underlying thought that business is not 

to be trusted to use-the people fairly and that 
the play of competition does not suffice to that 
end. Now, I lave been wondering, and there may 


! 


not be a thing to the thought, and I really have 
no conerete opinions as yet about anything in 
connection with this industry, but I have beea 
wondering is there not some way of some liaison 
orficer, if you will, some intervening body, that 
could be-said to have an intelligent knowlsdge 

Cb ve Lndnetxy that Lt ie concerned with, thas 
stands between the Governmat as representing 

the common people, the consumers of necessities on 
the one hand and industry on the other, with 
benefit to both; and with. perhaps, the avoidance 
of half-baked legislation and revolutiouary ideas 
being put into effect withous being thought out 

as to the consequences that will flow from them. 
What, do you think of that? 

Well, I have expressed an idea on the desirability 
of co-operation betwoen Government and industry. 

I think that many things can be settled across a 
table that cannot be settled in a criminal court. 
Vesey 


And I think that the idea is perfectly sound. 
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ded ser rowuey, K.al. 
"Q Of an intervening body now? 
"A Of an intervening body. 
"Q That is what I would like you to direct your mind to? 
"A Yes. But again, I have to go back and say that 
iH it is just as good as----- 
"Q The personnel of the body? 
"A “The personnel of the body. 
NWOneres, I would subseribe to that.” 

THE CHAIRMAN: What page did you read last? 

MR. FRAWLEY : I am carrying on from page 

14,865 over into c14,866. 
We But can it not be conceived both by the public 
v and by the industry that there are honest and 
v intelligent men who would serve a good purpose 
y to both? 
"A Ido not see any reason why we should condemn 
u humanity to complete stupidity." 

Thay 1S Paint praise. 
Oui uerte ano busome ~puacpose to be served there, 
" if one understands the industry and its operations, 
as and understands its needs and understands its 
: requirements for reserves and its need for protection 
¥ to preserve its entity as a corporation; its need 
i for reasonable »nrofits and all those things, which 
q does not jump in the dark and say that company 
a has made a lot of money and we will take it all 
! away, and it does not matter whether it goes broke 
y next oe or Not. On the other wand, it. Ss6es to i% 
M that where these occasions arose which you have 


4 described as emergency occasions that the publie is 
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de new Ley, . 0% 
not rooked by those naturally who are serving 
themselves? 
We Ie think yery definitely there is a place in 
" Government for that type of industrial cushioning. 
"Q That, perhaps, is a very hapny expression to describe 
what I am putting to you for consideration. ‘ell, 

4 we will rise.” 
MR. MACLEOD: hay I interrupt a moment. 
Have you the reference to where this matter is discussed 
peevious to this? 
MR. FRAWLEY: When do you mean? 
MR. MACLEOD: By Dr. Frey. You remember, 
some question was put to him of whether or not there should 
be a /bOard or an official to consider these things, and he 
went on to say it was unnecessary as people were heard 
to complain to the Government. 
MR. FRAW GRY: i would like to find that. 
mere 1S just. vaguely something in my mind. I thought 1 


had selected carefully everything he had said on this sort 


of thing. But if there is that, perhaps some one will 
help me. 
THE CHA IRIAN: Yes, there is a place where 


he is speaking of a Department of Government as distinguished 
from a Board, performing these same functions. 
MR. FRAWLEY: “aybe it was something that I 


just did not continue reading. 


MR. MACLEOD: i think it ie before that. 
MR. FRAWLEY: Before the 27th of October? 
THE CHAIRMAN: There was a discussion between 


Dr. Frey and myself. I was suggesting to him that a 


Department of Government concerned with all other activities 
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J. Jd. Frawley, K.-C. 
of its Department was not the place in which to impose 
this responsibility and I would say that the general 
effect of his view was there should not be too many 
Boards and so on; that a Department of Government could 
harhleyitrallerient. 
MR. FRAWLEY: 1es,0L think thareis ring: 
t seem to have overlooked that. 
THE CHAIRMAN: I remember that quite well. 


But I do not think it adds or subtracts anything except 


as to the----- 
MR. FRAWL3Y: It is hothing new? 
THE CHAIRMAN: Bxcept the form the @ontrol 


should take. 

MR. MACLEOD: The passage, Mr. Frawley just 
read, speaks about the tendency of such a Board to usurp 
authority.) They begin with Little authority and they ¢o on. 
MR. FRAWLEY: That has been read. I do mt 
MnOW that that is added to ofr disctissed) in any ‘other place, 
the thought contained in that paragraph you asked me to 
read .o 

THE CHAIRMAN: I remember, Mr. Macleod, the 
evidence you refer to, and I will be very glad if you can 
put your finger on it and save us somé search. 

MR. FRAWLEY: Mr. faby talked about a Board 
in---- well, as I say, that I think is pretty well the 
substance of what Dr. Frey has to say about 4 Board. ts 
There may be other isolated bits here and there, which I 
would be glad to have brought to my attention. 

MR. PLOTKINS: Before Mr. Frawley goes on with 


Mr. Gaby. In connection with the opening remarks of Dr. Frey 
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when the discussion took place the Conservation Board 

is given as an instance of Government interference and 

4 notice that in both Dr. Brown's and Dr. Frey's evidence 

they seem to use the word "Conservation Board" as synonymous 

with pro-ration. In other words, when they talk about 

a Conservation Board affecting the competitive situation, 

what they really have in mind is the effect of pro-rating 

to procuction. Because conservation, engineering con- 

servation, won't affect prices. They can go on producing 

and it would be still a competitive system. But the 

minute the Conservation Board goes and starts to pro-rate 

then it becomes an economic matter and then we have 

restricted competition. I would like the Commission to 

keep that distinetion in mind. 

THE CHa IRMAN: Yes, I think we are quite alive 

to the distinetion between conservation proper and pro- 

ration as adopted as a rule in connection with conservation. 
MR. FRAWLEY: Lem ver yee ad. tov read. in uo 

the record at this time something Mr. Nolan has called to 


my attention. Volume 181, ---- 


THE CHAIRMAN: This is Dr. Frey? 
MR. FRAWLEY: Dr. Frey, Volume 141, page 
14,655: 
nQ Dewi rey, “bo be concrete. 
mn Government intervention, as I understand your \ 
" views, - Dr. Frey, Government intervention 


u should, under no circumstances, be made unless 
i the conditions are such as to patently indicate 


" the need for Government intervention? 
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Pea ey. as Ur 
Q That until it appeared that Government intervention 
" . is desirable it must be treated as an emergency 
\ measure or of temporary duration or it must be 
considered serious, of so serious a character as 
u to call for the creation of a Public Utility which 
y is to be put under the dominance of some Public 
: Utility Board? 
NA Yes. 
"Q Now you have been invited to come to Alberta and 
"to make a study of the situation as we have it here; 
iB you have heard a good deal of evidence from Mr. 
m Cottle as to the accounting standpoint; you have 
Ms heard a good deal of evidence bearing on other 
Mi Pranenes; is the situation in Alberta such in yous 
it Opinion that it would call for Government inter- 
" vention of any kind? 
VAM fie Marketing 1 do Not see any indi¢silion thaw / 
iW there is any necessity for Government intervention. \ 
Now have you given thought to, - aside from 
i Government intervention that any useful purpose | 
Nl might be served by making recommendations which 
Hl the industry itself’ might see Fit to adops if, 
2 if, any recommendations of ours were put forward 
i by the Government that happened to approve of them, - 
uh 1 ween is everything perfect here or Dave you 
u suggestions for improvement that the industry 
ut might adopt without being forced so to & by 
u Government intervention? 
"a Yes,:I do not consider that the situation here is 
uy perfect; that wold be too much to hope for. 
"Q Anywhere I expect’? 


"A Anywhere." 
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MR. NOLAN: Now of course, Dr. Frey, Mr. Chair- 
man, was referring to marketing in thet particuler place but 
I drew your attention to the volume where he said, in speaking 
of Government intervention, he did not intend to confine his 
remarks to marketing. He says that his remarks would apply 
with equal force to any part of the Industry; and thet Ys in 
Volume 1352 at Page 14,676, 
MR. FRAWL2ZY: Now in Volume 137, there is the 
discussion between the Chairman and Mr. Gaby, Volume 137, 
Page’ 15,32: 

da) I am not suggesting now at the moment, Mr. Gaby, 


be do not misunderstand me, because we would be talking 


2 at cross purposes and thet is why I interrupt you at 
Mi this time, I do not suggest at this moment that this 
" industry of yours be made into a public utility at 

“s all? 

OA NO. 


*Q Iwas just illustrating the cushionbetween a body 


ds that knows the problems of the industry as well as 

hi at least knowing the protection which the public 

needs and it should equally know the protection 

which the industry needs, it should be an intelligent 
body intervening between the legislative body and 

iy the industry thet may need protection from interfer- 

- ence, just as the public may need protection from 
uy practices which will work to their disadvantege --- | 


mA Anda as you say may lead to @ better understanding 
nar tatisiliieg ee 


* in regard to the industry. 
WO kes t 


tA And the public. 
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And whether that body has any mandatory powers 

or not, for the moment, for the purposes of our 
discussion, we care not, but the body that inter- 
venes there, the body that is set up to acquire 
knowledge? 

I believe any co-operative action between Covern- 
ments and industry insofar as it is for the benefit 
and a non-restriction cn the freedom of competition, 
I believe such a body, if the personnel could be 

of a character such as you have described, might 

be a very great value to the industry in jJealing 
with many problems, providing it only took action 
in case there was maladministration or malpractices 
which were not in the interests of the community or 
the public. 

Now it may be that such a body would think that 
circumstances were such that it would justify a 
decrease in the price of some petroleum product 


Orel lol. thems as 1 vision it. it might equally 


be that that body might think that the time had come, 


for reasons which would seem to them suffivient, 
that the price should be increased; the body of 
which I have a concept and of which I aa speaking 
to you, has to be big enough not to be playing 
polities; it wold have to be entirely independent 
and to protect everybody concerned within any part- 
seuler industry which comes under its survey? 

Such a body with the ideal surroundings such as you 
have stated, would no doubt be beneficial to the 


industry but our difficulty has been that in the 
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"past we may have eh ideal set of circumstances and 
" rules set up but nevertheless the co-operation, in 
"time those have not always been carried out. Questions 
“of privilege or questions of, other questions, have 
"entered into the picture or abuses which have to a 
"large extent discounted the velue of such things.” 
Now that is what Mr. Gaby says. 
Then Mr. LeSueur made the suggestion that perhaps, I think 
Mr, Nolan has given you the page number in reference to it, 
I did not have the reference in my notes and perhaps I should 


stop and give it to you now. 


MR. NOLAN: Of what? 

MR. FRAWLEY: On the Board, 

MR. NOLAN: [trash Volumes 1353 | Pager 15, Love 
MR. FRAWLEY: I will get that, Mr, Chairman. 
MR. NOLAN: Is that what you meanf 

MR. FRAWLEY: Yes, tir. LeSueur'ts views are in 


Volume 135, yes, this is indeed worth reading, certainly, 
starting at Page 15,136, 
"Q THE CHAIRMAN: Whet do you think about that 
2 suggestion thet emerged from the evidence, I know 
in it did from Dz. Frey, about an intervening body 


" between the Government and the Industry so as to 


od avoid misunderstandings and clashes and things of 
# that sort? 
n MR. FRAWLEY: Do you mean in marketing or all 


4 the way through? 
L THE CH AI RVAN: All the way through the Industry, 


" not arising out of integration particularly. 
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Mr. Chairman, I might say on thet thet we have always 
felt that frenkness and co-operation were very important 
policies. They save time and they get results and in 
that general attitude I think possibly Mr. Cottle and 
Mr. Frewley and those with whom we have dealt can say 
that we have always been ready to listen to eny questions 
or any complaints that they had and to give them fullest 
consideration and co-operate in endeavoring to get some 
reasonable solution and I think that is the spirit that 
should exist between Industry and Governments and between 
Industry and Industry. 

The epvointment of a Board that 
was, you might say, constituted with co-operetion 
faculties is perhaps all right if it will confine itself 
to those particular functions, co-operation and consult- 
eusOrevethet, Of “course; is the difficulty. Then again 
the question is would you have a Board for each province 
with those faculties or would you have a central Board 
but with-> those faculties. My own idea is that you 
might get into a great deal of trouble if you have a 
great many Boards thet you have to consult all over 
the Dominion. 

For that particular purpose 
we have the example of the Teriff Board md J] think the 
Tariff Board has performed quite a useful function. 

For instance the Tariff Board has today considereble 
records on the Petroleum Industry, Their function is, 
apart from investigation, to investigate and report 

to the Minister. In that way there is, I believe; a 


limit set to the growth of their functions unless 


we 
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tt necessities demand. 
bh ma . . . 
shen again in practice, and 
ir apart from investigation, we find thet the Tariff Board 


! operates and has the possibility of operating more or 

8 18se,in this.way, that s province or a municipality 

4 Or an individual can make a complaint to the Tariff 

y Board. They send that complaint on to us and we 

4 usually answer that complaint setting forth the facts and 
a and what we consider the situation to be. If that 

? answer is not satisfactory to the Tariff Board or to 

- the party making the complaints, who gets a copy of our 
" reply, then it is quite possible and it has in cases 

4 been done, that we will sit around a table, represent- 
" atives of the Oil Company concerned, representatives 

iu of the complainant and the Tariff Board and across 

? the table you endeavor to work out a solution, I 


; believe across-the-table conferences is the real way 


" to get results. It is more expeditious. It is less 

" expensive and it usuclly gets a result, while not entirely 

r satisfacvory to all parties, yet gets quite a bit of satis- 

A faction, so that my idea is that if any Board were considered 
" to operate on, as I say, a co-operative and cousultative 

” basis, it should be a central Board which is removed from 

" the local coloring, you might say, and it also is removed 


iM from the possibility of where one of the complainants might 


Md be a party. 

"Q MR. FRAWLSY: Mr. LeSueur, do you not think 
i thet so far as the province of Alberta is concerned, 

4s that that Board sitting at Ottawa might just be not the 


ay mo st Peas thing to deal with Alberta problems. We have 
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here you see a crude situation which does not exist 
anywhere else in Canada, and do you not think if there was 
to be any Board at all set up, that it would have to be a 
local one, just doing the same, discharging the same 
functions which you suggest and engaging in round-the- 
table conferences, do you not think it would be more, 
accomplish results more readily, to deal with things 

in that way? 

I do not think so, Mr. Frawley. L think the Varitr Boara 
Will give better results just as quickly. 

All right, let us see what the situetion is then, a 
competitor, let us take a market competitor, some question 
of unfair competition comes up, certainly you would agreo 
that the Board would have to come to Calgary, their Board 
would have to be ambulatory to that extent, you couldntt 
expect everybody to go to Ottawe? 

I am not talking abo.t sublic hearings. 

BUG cloulne around a teble, that is part of your suggesti0n, 
and a?) I am wondering sbout, I am not objecting to this 
sugeeeuion Of yours, I think it has a Lot of good in it: 
Generally speaking yu can accomplish more by getting 
reasonable peonle eround a table, who know the fects and 
get down to essentials 

Lem just thinking of geography, that 1s ali. Mr. Lesueur, 
if a Roardsdid not cme-to Calgary to have thet hearing, 
it just could not be held, practically speaking; supposing 
Mr. Plotkins, for instance, hed a grievance against some 
merketing practice of Mr. Halverson's supposing that was 
the problem, now on your theory, Mr. Halverson Could) Lan 
up from Toronto very easily but Mr. Plotkins would have to 


get on the train and spend three or four days going to VUttawa? 
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Mr. Plotkins woulj set forth his case in a letter, giving 
his stand to the Board. 

Yes? 

That would be sent on to us and we in turn would reply, 
giving our statement of the facts, If our explanation was 
satistactory, all right. If it was not why then Mr. Plotkins 
could meet either with a member of the Board out here or 
some representative of our company or meet down there, but 
the Board is handling marketing matters all over Canada, 

it is familiar with the conditions all over Canada, 

Yesr 

It has a much wider range than ea local Board could have 

and besides if it has a co-operative and consultive 

basis, it gives, you do not have different views in 

every one; of the nine provinces, 

That is true and J think you have answered my question, you 
Seid to mé, that to have the face-to-face round-the-table 
discussion, somebody from the Tariff Board woulda come out 
to Calgary. Now the question is the feasibility of that 
and the number of times which the Tariff Board would be 
free to send somebody out and then I suggested to you it 
would be a case of this investigating officer reporting 
pack to the Tariff Board before he acted; in any event 
that is your suggestion? 

We usually would need no action, Mr. Frawley. 

That is true. 

The parties would really agree between themselves and they 
would be in a much more permanent position. 

If it was a production problem among the producers, a 


complaint of the producers against the posting company 
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i. over the posted price, just a case of investigating 

é that posted price and keeping the posted PrLcermore pr 

" less under the constant eye of some surervisory body. 

a meke) 1oetmed@eri’ om Board if you Like? 

"A Yes, the Tariff Board follows all that, they have amassed 


# and are amassing a great deal of detail and tabulating them, 
vO Then the Tariff Board woiid again nave to send its represent~ 
atives to Calgary so that the producer and the Royailite, 

u toe bUvine company, could sit eround the table and discuss 

? that problem? 

MA) Qui Tes NyPeeperience OvTer years of negotiating in South 

is America’ 

ani so on. dnd then Io say: 

Oo And I am suggesting to you that there is a lint of geography 


" Weltiev cee MOIsiaerethers im order to got any Plier. piety 
and elasticity? 
"A Buy gecerapny Ws belne very rapldiv overcome these days, 
"2 foe ae Cou ecos the eocount for the asrophLensytrap 
si to the Imperial %i1 Company." 

and so on. 

Now i say quite seriously when you 
look at the Tariff Board Act, Mr. Chairman, about the first thing 
you would have to recommend is, would be en Amendment to vhat 
Act, the Tariff Board Act. Lets ses what it is there for anc 
what it does. 

The Tarriff Board Acti is Chapter 
55 of the Statutes: Of) Ceneda. 1951, the second session. Well, 
its réal title is 21 and 32 George the Fifth, Chapter 5. 

Now that sets up the Board ana 
the operative section is section 4 which section defines the 


cuties of the Board: 
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" In respect of goods produced 

"in or imported into Cah ede the Board shall, at the 
"request of the Minister, maké inquiry as to -+ 

"(a) the price and cost of rew materials in Canada and 


" elsewhere, and the cost of transportation thereof 


PF dere from the place of production to the place of use 


an 


Then 


" or consumption: 

"(b) the cost of efficient production in Canada and else- 
oe where and what increases or decreases in rates of duty 
LU ere required to equalize differences in the cost of 

‘ efficient production; 

"(c) the cost, efficiency and conditions of labour, 

Si including health of employees, In Canada and else- 

Mi where; 

"(d) the prices received by producers, manufacturers, 

: wholesale dealers, retailers and other distributors 

sj! in Canada and elsewhere; 

"(e) All conditions and factors which affect or enter into 
i! the cost of production and the price to the consumers 
of in Canada; 

"(f) generally, all the conditions affecting production, 

% manufacture, cost and price in Canada as compared 

- with other countries; 

"and report to the Minister.” 

sub-section (2): 

‘a The Board shall make inquiry into 

" any other matter, upon whiéh the Minister desires inform- 
“ation, in relation to any goods which, if brought into 
"Cenada or produced in Canada, are subject to or exempt 
"from duties of customs or excise, and shall report to the 


‘Minister, and the inquiry into any such matter may include 
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"inquiry as to the effect which an increase or decrease 

"of the existing rete of duty upon a given commodity 

"might have upon industry or trade, and the extent to 

"which the consumer is protected from exploitation.® 
THE CHAT RMAN: What section is that you are 


reading? 


MR. FRAWLEY: section 4, 
THs CH AT AVIAN: LV is ell section 47 
MR. FRAWLEY: Ly 2S eli sechion 4, 


Then the rest is the powers to 
investigate under the cambines Investigation Act and then 
Section 6. Section 5 is a procedure section only, the power 
to the Board to summon witnesses and I think the Boarn may 
be intersste1 in this section, which was mich discussed, the 
Sonfidential evidence section, which is sub-section 10 of 
section 5 and I will read this just in passing: 

® (1.0) Should evidence or information 
Mitch is in lie neture confidential, relating to the 
Poueinoss: Or aifairs of any person, TPimm or eorpora ven, 
"be given or elicited in the course of my inquiry. the 
‘evidence or informaticn shall not be made public in 
“such a manreras to be available for the use of any 
"husiness competitor or rival cf the person, firm or 
*cor voratior, respectively, but this subsection shall 


*not apply to an inquiry under subsection three of section 


Se euraod, bits ACE. * 
and I might just stop and read that, that is a short subsection: 
The Board may be empowered tby the 


oF 
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KEovernor in Gounecil to hold an inquiry under section 
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trifteen of the Customs Tariff, in the same manner as 
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"the judge of the Uxchequer Court or any other judge 
"therein referred to mey be so empowered, and the said 
"section shall include and apply to the Board as if it 
"were therein expressly named." 
And this confidential section does 
not apply to that kind of Inquiry and then going on reading 
subsection (10): 
“any person who violates any of the provisions of this 
"subsection shall be guilty of an offence and liable, 
"On summery conviction, to a penalty not exceeding one 
"thousand dollars or not more than twelve months? 
"imprisonment .” 

Then Section ll: 
Li ee Inquiries under this Act, shall whenever 
*"oracticable, be conducted at some suitable place in the 
eity ef Ottawa, but the Goard may, in its discretion, 
Moonduet such inquiries, elther in whole or in part, in 
Neny other place in canada, and, with the consent of 
"the Minister, in any place outside of Canada.” 

Then. cece Lon Sys 
THE CHAIRMAN: The other was Section 5, was it? 
MR. FRAWL&Y: It was Section 5 I read and I 
Pee Lod o>) Ls. only a procedure section. cr-- 

THE CHAT RMAN: And then Section 10? 

MR. FRAWLEY: Yes, 1 read that especially, 

and the whole of section 5 could be called a procedure 

section, and then section 6 of the Act: 
WE, Whenever a report has been made 
tunder this Act, a copy therof and a copy of the evidence, 


“if any, taken, and of the information obteined, except 
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"such evidence and information as was of a confidential 


tin} 


character under subsection ten of section five hereof, 
"in connection therewith shall be laid before Parliament 
"by the Minister within fifteen days after the opening 
“or the next session thereafter, or within fifteen days 
Parter ihe, meking’ of the report if Parliament is then 
win ecssi on.” 

And then the duties of the Secretary, 
eandytihat is’ about all, thet is about all. It is perfectly 
obvious that the primary report, the primery purpose, the 
purpose of the Board as constituted is to advise the Minister 
with respect to the increase or decrease in rates or the 
aba lition of rates of duty. 

Now let me say something about the 
marketing of petroleum products so that the Commission may know. 

In 1935 this Board conducted an 
Inquiry into the Petroleum Industry ali over Canada. The 
Provine3ss were there, certainly to assert, to take a position 
against an increase or decrease of duty but we were permitted 
to enlarge the scope of that Inquiry, you might say, into 
marketing practices because it was felt that we, as provinces, 
were interested and the Chairman of the Tariff Board was goou 
enough to extend to all the Provinces, and certainly he did 
to Mr. Cottle and myself representing Alberta, he enlargec the 
scope of the Inquiry tc go into such things as jobber contracts, 
things which certainly he was not interested in primarily insofar 


1 is CA a 


as being able to. answer to the Minister of Finance whether the 


wo. 


sents on gasoline coming into Canada should or should not 


a S 8 
be increased or decreased but he did that so that we were enabled 


and that is what gave us our first understanding, our first 
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information or knowledge of this Industry in Alberta, of 
marketing, and then at the conclusion of the Inquiry a report 
was made to Minister of Finance which edvocated a reduction 
in the rate of duty to 1 cent and that was implemented 
by Legislation in the session of 1936. 
Then there was some outcry in 
the House of Commons now, "probably thst would mt be reflected 
in price”,)it was thought, I just say "thought" or suppose" 
that that should have a reflection in the price of gasoline 
in Canada and so the Minister of Finance continued the referenee. 
we have that in evidence and that is what Mr. LeSueur means, 
that reference No. 84 has been continued and it is now a 
continuing reference for the purpose, as we were then told in 
Parliament by the Minister of Finance and it is continued, 
of course, so that the Tariff Board could see that its 
recommendations for a reduction in duty was carried out into 
the price and so the Tariff Board could watch the fluctuations 
in price in Canada which were expected to come about as a result 
of the Tariff Board's report but I put it to this Commission 
thet if we sought to do anything more, having in mind the 
limitations on the Dominion Government, if we sought to do 
anything more, that it would be completely lacking, thet any 
Legislation passed, any Amendment passed to this Statute, which 
would make it a marketing control board, a price-spreads board, 
envy ihnine ~Pithatisortiat ali, ‘for the industry In the 
Provinee of Alberta, even althcugh in conjunction with other 
provinces, in my respectful submission it would be ultra vires, 
Now I have not the citation to 
give it to you this afternoon, but because I want to refer it 


to you, there is a Board of Commissioners, 4 Food Board Statute 
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which was set up after the War. I will get that Case for 

you, & news-print Statute which was found to be ultra vires 
because it was an intervention of provincial powers. 

MR. NOLAN} Mr. Chairman, even although the 
Dominion Government did not have the power to pass a particular 
Statute, - tnere eno reason why thet Statute could not be 
passed in the Porvinces which are affected and it has been 

done many times before and it could be done again and if 

the legislative authority is in the province, it can be 
implemented, there is a case ---~-- 

MR. FRAWLEY: There 1s a Case in our own Courts 
which held that you could not hand around legislative powers 
from Parliament to Legislature and from hegislature to 
Paerliement. I think that arose in the Case of the Egg-crating 
Legislation, Anyway I would like to look it up. tT) toink 23 
is not quite as simple as my friend suggests but anyway 
supposing it was perfectly satisfactory, I want to call the 
attention of the Commission to the difficulties which I 
proposed to Mr. LeSueur in his examination, if you wanted any 
sort of action in connection with some small marketing practice 
in the Province of Alberta, be it whatever it is, you would 
have to wait until somebody came out from Ottawa and if 

the Tariff Board was going to set up an agency, one, two or 
three representetives to be its Alberta agents, or something 

of that sort, then you have the Alberta Board and what is the 
purpose of that, .and then what Legislative capacity would this 
delegated, would this delegatus in the Prcvince of Alberta 
have without a reference back to the Board in Ottawa and I am 
of the opinion that we are not charged by His Honour the 


Lieutenant Governor to inquire into anything but the Alberta 
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Petroleum Industry but we did think that we would have necessar- 
ily to extend it. into some of the other phases of it,. to know 
something more about the Tne starts produ cote. 

THE CHALRMAN: All witnesses who purported to know 
about the Oil Industry cay that that involves an examination 


of the oil situation in the whole world, 


MR. FRAWLEY: Yes. 
3% CHAIRMAN: And that is all. 
MR. FRAWLEY: Yes, and that is aif, just the worie 


from Persia to Turner Valley. 


THE CHAIRMAN: 1hat is right. 
MR. FRAWLEY: 4nd we may as well ---- 
t# CHATRMAN: And there is not a dissenting voice 


in the evidence. 

MR. FRAWLEY: So I think I might improve on 

Mr. LeSueur's suggestion by suggesting that we have the British 
Board of Trade to be the proper body to deal with these marketing 
practices in the Province of Alberta. 

MR. NOLAN: Well, of course, vhe evidence is, 

as you know, that Mr. LeSueur says that the oil is found in 
Alberte but it is marketed in the three Western Provinces. 

Dr. Frey says if you have a marketing evil in one State the 
chances are that that evil expresses itself in all the adjoining 
states, that those are not local problems to any extent. 

MR. FRAWL3Y: Of course, I have still another 
answer, my submission to the Commission is that a Regulatcry 
Board be set cone Now I am not going outside the Legislative 
powers of this Province and Il suggest that a Board can be 

set up. supposing for the sake of this Argument that the 


Dominion Boerd is the better one, I submit that a Regulatory 
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Board should be set up in this Province. That might have the 
reeuiy 0. Sucouraging 41 20. functions, if it is the kind! of 
Board tuest 2 am talking about, it is not any little bit of a 
Board, it is e real helpful Commission to assist this Industry 
and we mey then find that Saskatchewen will adopt the situation 
and have a Board there, that Manitoba and Onterio may do the 
same thing and out of that will gradually emerge a National 
Board but to stop and talk now about commencing with a National 
Board, I must confess, and I hope I am not being prejudiced about 
20° 2% ells ii just seems to me that these people, if they are 
to have @ Board, they want the Board to be as far away as 
possible and perhaps as near to Toronto as possible so that it 
will be, at least convenient to them, to enable them to keep 
On presenting their problems to the Bosrd but as I put it to 
Mite LeSueur, Mr. Plotkins or any other Mister in this Province 
would have to go to Ottawa and wait around the corridors to 

get a large Federal Board to give some relief for some little 
problem in this Province, to get it disposed of, and that is 

re It is just the physical difficulties which would attend 
the setting up of a large Federal Board, because there is no 
other body in Canada at the moment in any other Province that 
issimauirineg into the Industry, no other province, there is 

no other Royal Commission sitting. If there happened to be a 
Royal Commission sitting in all the Provinces, we might very 
intelligently confer with those Comi...sions and perhaps join 

in a recommendstion that some Federal Board be set up but we 
are concerned here with doing well to the Alberta Oil Industry, 
not the cil Industry in every other province, that 1s) one thing, 


but only with the Oil Industry in the Province of Alberta at 


the moment. 
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MR. NOLAN: And may I interrupt to say that 

we are not asking for 4a Board, 

THS CHAIRMAN: Yes, of course, Mr. Nolan, we will 
hear you when Mr. Frawley is through. 

MR. MACLEOD: May I ask if lir. Frewley's idea of 
a Board is that the Board should have mandatory powers? 

MR. FRAWLEY: tI have not got near to my 
recommendations yet. 


™ CH ATRMAN : Now gentlemen, you have ell been 


1 


very helpful and I know you intend to be but now that Mr. FreaWley 


is in his argument we want to hear him without interruption and 
when he is through we want to hear everybody who has mythineg 
to say contrary to what he advocates, 

MR. FRAWLEY: I will try to be exceedingly 
svecific. I have about fifteen things I think this Board 

enuld usefully do and I will make specific recommendetions as 
to the powers which they should have. 

MAJOR LIPSETT: Mr. Frawley, following up whet you 
were saying, on your assumpticn of a Boarc appointed in Alberwa 
by the Alberta Government. dealing only with the province of 
Alberta, as it would necessarily do, would there be anything 

to prevent the provinces of Saskatchewan and British Columbia 

a0 


appointing the same Board to Act as regards their problems. 


if they saw fit to do so. 

MR. FRAWLEY: I think not, without knowing what 
the implications might be. You see insofar as our gasoline, 
the gasoline made in this refining area and so far as that 
gasoline finds the market outside the province, thers might 


be. sone velient difficulty’ there. If for instance, the Board 


which I propose should be se% up, might want to deal with 
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some refining practice, and the refinery was one in Calgary 
and the products went into Saskatchewan and British Columbia, 
there might be some question as to whether or not any orders 
that the Board would make would be effective with respect to 
the marketing of that gasoline made in Alberta in the Province 
of British Columbia and I would say off-hand, it would have 

no: ei raect; then there might have to be some supplementary, 
if it was thought well to implicate such an order, to have 

it enforced, then there might be required to have some 
Provincial authority in the Province of British Columbia. 
MAJOR LIPSETT: And if they wish to have the 
assistance of the Board which you suggest and give it power 

so far as British Columbia was concerned, that would obviate 
any difficulty, then, of dealing with the whole question so 
far as Alberta; and British Columbia is concerned. 

MR. FRAWLSY: Yes, and that has been done before, 
that has been done. It has been done as between the Dominion 
and the Province and is being done at the presént time because 
of the inability of the Dominion to make regulations with 
regard to the candling of eggs in Alberta because of the fact 
that the courts heve declared that the Dominion has no right 
to regulate and order that eggs shall be packed in such and 
such boxes and shall be candled in such and such 4 way. 

That is the case of Rex v. Zaslavsky. I will get you the 
reference to it at the noon hour and because of that and 
because the Dominion still desire to undertake and keep on 
with the extension of that service, the Province resorted to 
the expediency in co-operation with the Dominion, of taking 
all of the Dominion Regulsetions which were declared invalid 


by the court and re-enacting them, word,for word, as Provincial 
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Legislation and appointing as Provinciel Agents, the Dominion 

men, so you have the Dominion carrying out the service with 

their men paid under provincial legislation. Now thet indicates 
the lack of Legislative power in Pserliement to deal with local 
marketing practices, 

THE CHATRMAN: Hes that ever teen subject to 


test by the court? 


MR. FRAWLEY: Met very thing, yes); an this 
egg case, 

TH’ CHAIRMAN: In the egg case. 

MR. FRAWLEY: Yes, thst ws in the 6g2 Gase. 


there is one in Saskatchewan --- 

TH! CHAT RMAN: What is the decision. that they have 
no such power? 

MR. FRAWLEY: That the power was in the Dominion --- 
THS CHAIRMAN: Yes, but that you could not have Provinc-= 
jal Législation giving power to the Dominion to perform 64 
Provincial function. 

MR. FRAW LAY: No; no, this very thing has not been 
passed upon, The point was that Parliament had no power to 

pass this particular Egg Greding Rggulation; no, the further 
point here, no, the further point so far as I know has not 

been passed upon. 

THS CHAIRMAN: Tt must be a matter of grave itoudt 

as to how far this complementary legislation could defeat an 


Act under which either Body functions. 


MR. FRAWLEY: YOS « 
MR. MACLEOD: There is a Gecision that they 
cannot. 


THE CH ATRMAN: LT would think there would be no 
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doubt about that, 


MR.o 


FRAWLEY : Well that was running through my 


mind in answer to my learned friend, Mr. Nolan, 


THE 
the 
MR. 
THE 


are 


CHAT RAMAN : Will you charge yourself with 


responsibility of finding that, Mr. MacLeod? 


MACLAOD ¢ tee, Lowi, 
CH ATRMAN : if SO, WO Wildl be ODLIggGs =7ouU 


also going to get thet evidence which you elluded to 


~ 


this morning, Mr. MacLeod. and Mr. Nolan, you were going 


FO find Mr, Lesueur's statement about the field price. 


MR. 


TRE 


NOLAN : I have been looking for that. 
CHAE RAVAN 3 There is evidence ebout that. I 


have no doubt that Mr. LeSueur dealt with it. However, we 


will adjourn now. 


Pr 


( The Inquiry was here adjourned to be resumed at ©.00 P. M. 
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Pb. M, Session. 

THE CHA IRMAN;: Have you got the name 
of that case? 

MR. FR°WLBY: Yes, I have that. I 
can do now what you asked Mr. Macleod to do in case he 
has some other suthority, because I found the very case I 
mentioned deals with thet particular point. It is the 
case of Rex ve. Zaslavsky, (1935) 2 Western Weekly 
Reports at Paze 34. It is a judgment of the Saskatchewan 
Court of Appeal. 

THE CHAIR AN: It seems to unusual 

to make a note of cases. 

Mao FRAIL BY: Yes, and I have a 

lot more for you this afternoon to at least make a note 
of. I think that is all perhaps as far as I am concerned. 


This case says this:- 


THE CHAIRMAN: What Court? 
MR. FRAWLEY: The Saskatchewan Court 
of Appeal. 


"In so far as the provisions of the Live Stock and 
"Live Stock Products Act, R.»S.0., 1927, ch. 120, 

Nond reguleations:.thereunder purport to conve k and 
"regulate sales and purchases of eggs which begin 


Nand end within a province they are ultra vires. 


"Said provisions with said purport are not made 
Nyslid in Saskatchewan by reason of seca of The 

OTH ve Stock and Live Stoek Products Act (Saskatchewan) 
“™R.S.Se, 1930, ch.151 (quoted infra). Said section 
ate fixe legislation by incorporation or reference, 
"hut merely an attempt to give a jurisdiction to the 
"Dominion Parliament which it does not possess (per 


"Haultain, C.J.S., Mackenzie, J.f., concurring; 
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"Martin, J.A. dissenting). 
Now this is the point 

that Mr. Wolan raised:- 

"Neither the Dominion nor a province can enlargo 
"the legislative jurisdiction of the other or 
"surrender jurisdiction (per Lord Watson during 
"argument in C.P.R- v. Notre Dame de Bonsecours 
Plates 1399) fet. S67, 66 Lids Pets, 54, 2S, Guotsc 


"in Lefroy's Canada's Federal System, p.70). 


Now I found that and 
this is precisely what happened. Thst is not part of 
the judgment in the Bonsecours case. I+ is during the 
argument, end Lefroy says - it is in Lefroy's "Canada's 
Federal System" at pe7C. There is a note and part of 
the note says this: 
4 NAnd, perhaps this is as goo@ a place as any 
"to refer to the words of Lord viatson on the argument 
“Nin Ganadian Pacific Railway Company v. Bonsecours 
1/1899) A.¢. 367, (see verbatim report): "Tho 
"Dominion cannot give jurisdiction or leave 
"jurisdiction with the province. The provineial 
“Parliament cannot give legisistive jurisdiction 
"So the Dominion Parliament. If they have it, 
"“gither ons or the other of them, thay have it 
"oy virtue of the act of 1867. I think we must 
"eet rid of the idee that either one or other can 
Venlarge the jurisdiction of the other or surrender 
Miurisdietion." To which Lord Davey adds "or curtail". 


That was certainly the 


reasoning on which they went in this 4Zaslavsky case, 
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because they quote precisely that. The Chief Justice 
quotes that passage on the argument in the Bonsecours 
case, and they held that the local grading and marketing 
of eggs was a matter for the Provincial Legislation. 
Then in Alberta it 

was followed by a case in our own full Gourt.. Rox 
ve Thorsby Traders, Limited. A judgment of our Appellate 
Division in 1935, 45 Western Weekly Reports, Pase 475. 
Now all that happened there is the following note:- 

"Tho appeal was allowed and the conviction 

"quashed, without the delivery of written 

"reasons, the Court stating that it followed 


"Rex ve Zaslavsky (1935) 2 W.W.Re, Page 54." 


There is nothing in the 


Report there other than the gquestionssubmittedby the stated 


case. 
THR CHAIRMAN: Who was on ‘the. Court? 
MR. FRAWLAY: The Chief Justice, 


Mr. Justicose Clarke, Mitchell, Lunney and McGillivray. 
It was argued quite fully. It wes argued at the trial 
by Mr. Manley, K.C., for the Crown, and Mr. Russell, K.C., 
for the Accuséd, and in the full Court Mr. A. Blair 
Paterson for the Accused Appellants, Mr. Loggie, K.o., 
and Mr. b. Y. Gairns, K.C., for the Attorney-General 
for Canada, and Mr. . S. Gray, K.G., for the Attorney- 
General for Alberta. So it was argued by both legislative 
jurisdictions and by the parties themselves. 

Then there is another 
case, a Manitoba case which is just in line with tho 
same. It is Rex ve Brodsky (1946) 1 W.wW.R., page 177, 


and that seems to be clearly a case following Zaslavsky 


4 


. 


p-% 
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as well. The head note says:- 
"The regulations made under the Live Stock ahd 
MLive Steck Products Act, R.S.cC., 1927, chsl20, 
"requiring dealers in eggs to mark, label or tag 
"the ogg containers with the correct grade, etec., 
"of the eggs; and tho srbyisions of said get undor 
“which said regulations purported to be made. ars 
"in so fat as they relate to the sale or delivery 
“of eggs by ohe person to another within the same 
“provinee, ultra vires. Nor are such provisions 
"and regulations, in so far as they relate to such 
Na transaction, made valid by sec. 106, The Animal 


"Husbandry Act, Men., 1933, ohel. mn 


iH 


men, “or courses, 
think perhaps right here, although I intend to cite it 
to you a little later on, but you might make a note of 
4¢, the Shannon case in the Privy Council. Shannon v. 
Lower Mainland Dairy Products Board, and the Attorney- 
General) for British Columbie. In the Privy Council 
reported at 1938, 2 western Weekly Reports, page 604. 
And if your Lordship prefers, and Iam sure you do, the 
official report. you will find it in Volume 107. Law 
Journal, Privy Couneil, 115. That is the case that dealt 


with the provisions of the British Golumbia Statutes 


"The Watural Products Marketing (British Columbia) 
NAct," 

The head note says:- 
"The Natural Products Marketing (British Columbia) 
"Act, R.S.B.C., 1936, ch. 165, amended by 19387, 
NGhe4i., 19 intra vires. It is an Act to regulate 


“ynarticular businesses entirely within the provines, 
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"and is, therefore, legislation with respect to 
"Property and Civil Rights in the Province;" 

“and, since it is confined to regulating transactions 
"that take place wholly within the Province, it does 
"not interfere wity the Dominion's exclusive right 
"to legislate with respect to "The Regulation of 


"Trade and Sommerce." 1 


That was the case that 
settled the very difficult time they hed been having in 
the British Columbia courts over these Marketing Acts as 
a result of the judgment of the Supreme Court of Canada 
in the Lawson case. 

Then the Shannon case 
is referred to very recently, only last month, in a rather 
important judgment of Mr. Justice Ewing's, Motor Car 
Supply v. Attorney-General for Alberta. That is reported 
in 1939, 3 Western ‘eekly Reports, at Page 65. 

"A provineial Legislature may validly regulate 
"businesses within the province by means of 
"licences." 

And then he goss on 
and discusses very completely the Shannon case and 
the various objections to the statute which my friend, 
Mr. Nolam, raised in thet casee Now I think I might 
here, perhaps, following up, because J. think it fits 


in this particular place, give to the Commission 


“ie 2 2 u e s 
Some refereness on the sufficiency or otherwise, in 


modern thinking, of leaving to the competitive system 
the complete and sole protection of the consumer and 


industry itself. Now I have a variety of short references. 
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L would first like to give you 


Corpus Juris, 63 Corpus Juris 


bs} 


@ short reference from 


G 


po4.. Thay is statemant 


eo) 


on the Federal Trade Commission Act. It is discussing 
the mature, purpose and validity of the Act, and I only 
want to quote two short sentences 
"This Act is intended to prevent fraud on the 
“purchasing public and to preserve for its benefit 
"active competition ina particular industry." 
With respect to that 
last statement, "to preservs for itset“bensfit active 
competition ina particular industry," a e¢ase is cited 
whieh unfortunately was not available to me. It is the 
Federal Trads Commission v. Paramount Pamous-Lasky Cor- 
poration. It is reported in 57, Federal Reporter. 
THE CHATRIMA & Supreme Court ease? 
MR. FRAVLNY : & Supzeme Court of 
the United States case. If want to give you the presise 
quotation. it is 57 Federal Reporter, and Series, Page 
g52. I looked and I am quite Satisfied it 18 not in 
our library-e I looked very carefully for it. 
THE CHAT Rots N: You say that is not 
cavable of tramslation into the U.S. Reports’? 
MR. FRALEY: io, thet what I 
meted to Go. I tried to find it sither in the Lawyers! 
BODG LGM GOP sas» a's 
THR CHALR AMAL: I suppose we won't 
Set that in either library’ 
MR. FRA LEY: No, But there is 
this ease that is reported. It is noted in Corpus 


Juris immedzately rollowi ng. 
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THE CHA IRIAN: what. is the name of 


that ¢ase in the Federal Reporter? 

MR. FRA :LEY: Federal Trade Commission 
ve Paramount Famous-Lasky Corporation. Now there is this 
citation in Corpus Juris from a case that is in the 
librery. It is the case of Federal Trade Gommission v. 
Sinclair Refining Company, and it is variously cited here. 
67 Lawyers! Ndition, 746. Now from that case the author 


of Corpus Juris t-kes this statement; 


THE CHAIRMAN: Is that a Supreme 
Court? 
WRse FRALEY: That is a Supreme Court 


judgment. Now he seys this:- 
"The great purpose was to advance the publie 
"interest by securing fair opportunity for the 
"Iylay of the contending forces ordinarily engendered 
"by an honest desire for gain." 

That is so much like, 
if I may say So with respect, the language that you were 
using, Mr.Chairman, in your discussions with Dr. Frey 
and the other witnesses. That is just all he tékes from 
that case and puts down here. I looked at the case. ‘That 
appears in one of the judgments of the Court. It is a 
long case and it went into the question of filling 
stetions and whether it was right that a company should 
lend equipment and lend pumps snd ali that sort of thing. 
But this editor says that is the purpose of thet Stetute, 
of that Rater teds Commission Act. That is precisely 
the function which I would seek to ascribe to the Com~ 
mission which I am advocating here. Then on this cuestion 


about the desirability in modern times of there being some 
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check and balance placed on competition, I want to eite 
a short passage from a book called "The Secline of Gom- 
petition" by Burns, Arthur Robert Burns, Assistant 
Frofessor of Heononi¢s, Columbia University. It is 
published in 1936. 

THE CHAIRMAN: Mr. Frawley, bafore 


W6 pass on. When was that Federal Trede Gomnission Act 


passed? 

WR. FRAWLEY: when was the Statute 
passed? 

THE CHA IRMA: Yes. 

MR. FRALEY: Yes, I have that here. 


The statute was passed in 1914. It is 1914, Chapter 311, 
and I tried to find that Statute but I could not find ths 
Statute sither. 

THE CHALRMAN: This decision in the 
Sinclair case was what date? 


5 


MRo FRAWLSY: I wonder if I might be 
Excused vo find it. It is ohly a step. It is 19c2, the 
olinclair case, Mr. Chairman. 
THE CHAIRMN: As far as you know that 
Act is “still in force’? 
MR. FRALEY: Oh yes. Oh yes, because 
Dre Frey, that would be clear from Dr. Frey's evidence. 
This ome head note says in the Sinclair case; 
™The powers of the Federal Trade Commission are 
"limited by the Statutes, and it has no general 
authority to compel competitors to a common 
"level, to interfere with ordinary business 
“mathods or to prescribe arbitrary standards for 
"those engaged in the conflict for advantage 


“Nealled ‘competition. 
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Now I might just as 
well find that. It is the second last paragraph in 
the judgment. It is the judgment of Mr. Justice McReynolds 
who delivered the opinion of the Court. 
"The powers of the Commission are limited by 
"She statutes. It has no general suthority to compel 
“competitors to a common level, to interfere with 
"ordinary business methods, or to prescribe arbitrary 
"standards for those engaged in the conflict for 
"advantage called "competition". The great purpose 
"of both statutes was to advance the public interest 
"by securing fair opportunity for the play of the 
"contend ing farces ordinarily engendered by an 
"honest desire for gain. And to this end it is 
"essentiel that those who adventure their time, 
"Skill, and capital should have large fresdom of 


Yeetion in the conduct of their own affairs. " 


"The suggestion that the assailed practice is 
“unfair because of its effect upon the sale of 
"pumps by their makers is sterile and requires 


"no serious discussion. 
"The judzments below must be affirmed. 


The other statute that 
he was referring to was the Clayton Act. ‘The Federal 
Trado Gommission Aet and the Clayton Act. Now this 


reference from Mr.Burns' book..... 


THE CHAIRMAN: You said that was 
1936? 
MR. FRAWLEY: Die Gie36,, wyres) a 


book published under the auspices of the Columbia Univorsity 
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Council for Research in the Social Sciences, published 


by the McGraw-Hill Book Company, Incorporated, Nev York 


and London, 1936. 


THE CHAIRMAN: You will leave this 
with us? 

MR. FRAWLEY: Yes. 

THE CHALRMAN: You are reading from 


what page? 


MR. 


FRAVLS Y3 Reading from page 564. 


i Centralization of authority to meke economic 


"policy raises very serious problems and nothing 
"is gained by minimizing them. Changes in methai s 
“of production have, however, so transformed the 
“environment in which business managers make policy 
"that Adam Smith's "unseen hand" has already been 
"brushed aside by the “half-seen hand of "self- 
“government in industry"; competition is being 
“inereasingly regulated by leaders or groups of 
"mutually considerate individuels. The unseen 
"hand cannot be restored by law. It has, moreover, 
Nalways been overrated, needing as it does the 


"ouidance of the visible hand of the state. 


ut Contemporary developments all point in one 


Sa 


"direction, viz, that "leaving it to competition" 


ORR Ses prs se 
i ee rr 


"is a state policy with which no one is satisfied | 
Nand upon the megning of which eee is no general 
"agreement. There is even less agreement concerning 
"the nature of the desirable departures from individ- 
Nua lism. Business managers have developed devices 
"for regulation and planning within each industry. 


"These developments lead on to proposals to regulate 
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"inter-industrial competition. They also lead to 
"efforts to introduce order into the transactions 
"of industry groups related as buyer and seller. 
"The recurrence of business cyeles drives home 
“with erude force the interdependence of all 
"economic groips. Planning or the regulation of 
"competition cannot stop short at the frontiers 


"otesesh “industry". " 


And then he concludes 


Mi in ooth the political and sconomic sphere the 
“ereatest of all contemporary problems is that 
"of deciding how great a concentration of power 
"Shall be permitted. The choice is not a simple 
Yone between complete individualism and complete 
"Ngollectivism,neither of which terms has any 
"“nreciss practical application. The dangers 
"of drift towards either extreme are now too 
"obvious to be .gnored. Rather the problem is 
None of designing patterns for the distribution 
"of power that will minimize the evils of either 
“extreme » At this point we turn from the ends 


“to the means of Social control, 


Then there is a 
little book by FPigou, Professor of Political Economy 
in the University of Cambridge. This book was written 
in 1935. It is a series of lectures really- The only 
ons lecture I want to call your attention to is - the 
name of the collection is “Heonomics in Practice". The 


one I want to call your attention to is Lecture Number 5, 
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"State Action and Laisser-Faire". 


THE CHa IRMM: Page? 
MR. FRAULSY: This lecture begins on 


Page 107. This Lecture Number 5 begins on Page 107 and 

rune through to 148. Wow there are just a couple of 

yr Ssages I wish to read to you. 
v I have calle. the subject matter of this 
"lecture State Action and Llaisser-faire. It 
"would have been snappier to call it State Action 
"versus Laisser-faire. But the very first thing I 
“have to say is that any sharp antithesis of that 
"kind is unreal and misleading. No defender of so- 
Yealled laisser-faire desires that the State should 
"do absolutely nothing in matters relevant to 
"economic life. The most ardent believer in the 
"economic harmonies, that are Supposed to flow 
"from the unimpeded pursuit by individuals of 
"their private interests, agrees that thesc harmonies 
"will not emerge unless robbery at arms is restrained 
"by law, fraud repressed, and contracts which have 

b "been formally accepted enforced. as Professor 
"Wannan has well said:: "The working of self-interest 
"is generally beneficial, not because of some natural 
"eoincidence between the self-interest of each and 
"the good of 311, but because human institutions are 
"arranged so as to compel self-interest to work in 


"G@irections in which it will be beneficial. " 


Then there is a passage 


on Page 127, his cnnelusion:- 
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" Thus from two sides we are brought to one 
"gonelusion. Inquiring how far the free play of 
"Grivate self-interest nakes for socia] advantage, 
"we find that it frequently fails to do this, but 
"that thore are many different forms and many 
"different degrees in its fatlure. Inquiring how 
"far Government is fitted to take action against 
"these failures, we find that its fitness to do 
"this varies, not only in different places and 
"different times, but also as between interventions 
"directed against different kinds of failure. The 
“moral is plaine The issue about which popular 
"writers argue - the principle of laisser-faire 
tvyersus the prineiple of State action - is not 

"an issue at all. There is no principle involved 
"on either sidé. Hach particular case must be 
“considered on its merits in all the dotail of 

Nits conerete circumstance. High-sounding general- 
Nisations on these matters are irrelevant fireworks. 
"They may bave a place in political perorations, 
"but they have none in real life. Aecumulation of 
"evidence, the balancing of probabilities, judgment 
"of men, by these alone practical problems in this 


"rez ion can be successfully attacked. 


Now there is a passage 
in the Bneyclopedia Americana which I thought I might 
read a small part of. It is an article on laissez-faire, 
This is published in 1925, and it is written by a Phila- 
delphia newspapar man, Stephen Pfeil. This is the part 
T want to read to you. You will find it on Page 655, of 


Volume 16 of the Americana wneyclopedias 
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tt "Laissez-faire" became the shibboleth of 

"the free traders of the Manchester school, and 

“of the orthodox political economy everywhere. 
"Carlyle launched his invectives against the "dismal 
"scierce™ in yain. "Supply ard demand and the 
"devil take the hindmost"’ was his energetic trans- 
"lation of the phrase into ilinglish. But thu policy 
"of "hands-off" or "laissez-faire" remained a fixed 
"“prineiple in English legislation until quite recent 
"times, particularly with respect to the taxation of 
"the rental value of, or potential surplus product 
"from, land. Public opinion, and scientific opinion 
"as well, has undergone a complete change. ‘The 
"extreme individualism, which supplied most of the 
"axioms of polities and law down to the lest 
"quarter of the 19th century, and = long way into 
"that poriod in some countries, has given way nearly 
“everywhere... Aidful, protective and regulative 
"intervention in industrial affairs is being more 
"snd more completely recognized as qa legitimats 
"governmental funetion. The greatest good to the 
"sreatest number, rather than "natural right" and 
"the greatest possible liberty of the individual, 
“has become the active principle of modern Legs s+ 
"lation, and "laissez-faire" has been swept into 


"the pclitical dustbin. 


I was interested in 
running across a recent address by the Dean of ths 
Saskatchewan Law School, Mr. F. C. Cronkite, K.G., 
the Dean of the Saskatchewan Law School. He calls this 


address "Some Thoughts on Current Theories of Jurisprudence." 
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You will find it in the Saskatchesan Bar Review, Octotsr 
1939, which I found in the library. Mr. Cronkite says:- 
: I go back to the end of the sighteenth and 

“the beginning of the nineteenth century to 
"another great change. The Industrial Revolution 
“was the new material changeée The invention of 
"steam, later reinforced by electricity, the 
“invention of mew technical processes, speeded 
Nup production and trede to an extent never 
"“peforsa dreamed of. As has been said:- 

"Tt permitted an intense cultivation of 
"the world-markst and the world's résources 


"where the age of discoveries had merely 


"plowed the sod. The machine and steam power 
"necessitated large units of production. ‘the 
MNworld was spinning on a new axis. J 


(Go to Page 17,956 }. 
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"Now here was the opportunity for individualists-- 
"particularly those who were fortunate enough to 
"succeed per eeweta, fellows. And for the in- 
"“dividualism of industry the laissez-faire econ- 
“omics of Adam Smith and others was ready to 
“prove that a hands-off policy was the beat 
"policy. And hands off was the policy in pretty 
Nabsolute form for a time. And industry did 
"prosper and by meens of the corporate device 
"there were tremendous accumulations of capital 
YVunder the control of a few. Of course this 
"feature exists today, and I do not say this to 
"condemn. but I woule point out in passing that 
Wow aoruoyclical of May, 21941. His late 
"Holiness Pius XI said this "free competition 
"is dead; economic dictatorship has taken its 
"olace." 

Now I went to the trouble 
of getting the encyclicel which is called "Quadragesimo 
"WAnno" kKneyclical Letter of Pope Pius XT ana I would be 
glad to leave the whole encyclical with you, Mr. Chair- 
man, if you want to read the whole of the passage which 
Mire Gronkite very briefly quotes there. 

THE CHATHUAN: There is a quotation of 
that very passage in I think the Liberty magazine of 

a few months ago» 

MR. FRAWLEY:  . Yes, I remember you 
mentioned it to me, mre Chairman, and J was struck with 
it further when I saw the very thing in wre Cronkite's 


rather interesting paper. 
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ss So industry prospered 
"under individualiam, but even before political 
"emancipation had become complete in snglend 
"another phenomenon had begun, running in a 
"measure contrary. 
is The nineteenth century 
"was @ most interesting one in England and nowhere 
"is the story better told than in Dicey's Law and 
“PucErrc “Opinion in England in the Nineteenth 
"Century. On the one hand there was such legis- 
"lation as the Factory Acts--the first one in 
"180é--which restricted the free activity of em- 
"nloyers. To the same effect was the series of 
"Public Health Acts beginning in 1848. On the 
"other hand, the implications of Adam Smith's 
“Wealth of Nations as to freedom of trade were 
"not completely accepted until 1646, and indi- 
"vidual liberty in religion did not come until 
"after 1850. On the whole we may certainly say 
"that individualism held the balance till the 
"middle of the century. Factory legislation, 
"for example, was pretty innocuous until 1847. 
"After the middle of the century the situation 
"was quite different and the acceleration of the 
“so-called collectivist trend in legislation was 
“very rapid, and by the end of the century it 
"was definitely established, as Dicey points out. 
Niven the philosophy of socialism and communisn 


"had made such headway as to draw sharp comment 
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"from Pope Leo XIII in his Encyclical letter of 
May Lo, 1So92% 

vk Legislative inter- 
"ference with the free activities of individuals 
"in business is still on its way, even to the 
"extent of the appointment of administrative 
"boards which make for more detailed interference. 
"Why should there be this remarkable change from 
"the ideal of the maximum of self-assertion? No 
"complete answer has been given, we are too close 
"to the problem. I believe that several partial 
Nanswers can be given. 

"1. The extension of the franchise. It is 
"evident that the trend in the direction of re- 
"strictive legislation--or if you like, legis- 
Ylation in favor of the underprivileged--did not 
"Set in until the franchise had been pretty widely 
Yextendede I imagine that voters exercise pressure 
"in favor of their own interestse Politicians seem 
"to listen to the demands of people who will vote 
Nat the next election. This is offered as a par- 
"tial explanation. Political emancipation brought 
"Negonomic emancipation or economic contiscation 
"depending on whether you get or whether you give. 
ie The emerging belief that there was enough food 
"end clothing for every one. On the one hand the 
"bogey painted by Malthus in 1806 in his essays on 
"population soon ceased to be taken seriously, 
"based partly, as Henri Bergson says, on a re~ 


Yalization thet intelligence had outwitted nature, 
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"by teaching man that he might refrain from 
"reaping without foregoing the pleasure of sow- 
Ying. On the other hand it was observed that 

"the improved technical and transportation 
"facilities, if fully employed, could actually 
"produce an over~abundance of the necessities of 
"life. $0 some men began to ask whether the 
"early belief--accepted by the early Christian 
"ethic--that the poor are slways with us, was 
“really true. And the slogan which has a 
"familiar ring today was coined, "povery in the 
"midst of plenty." 

"3. Thirdiy, 1 think that the increase in the 
"economic gulf between rich and poor, combined 
"with the other factors, must have been sig- 
"nificant. As was pointed out by His late Hol- 
Niness in the encyclical already referred to 
"human society eppeared more and more divided into 
"two classes." 

"4. Then again we must not forget humanitarian 
"Sentiments. As to these, | find it difficult to 
"estimate the effect. I am familiar, however, 
"with the reports of the impassioned pleas of 
"Shaftesbury in the House of Commons prior to 
"1650, and although he was several years ahead of 
"his time, I presume that many felt as he did and 
"the fecling can be classed as humanitarian. The 
"ironical words of Anatole France in describing the 
"liberty of the beggar who is permitted to sleep in 


"the street is also significant. 
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"5S. The newer psychology has suggested to many 
"men that the will cannot be conceived of in the 
“absolute terms of 200 years ago. Behaviorism 
"has had its effect. Without accepting Watsonian 
"Dehaviorism to any great extent, we can ap- 
"preciate that economic conditions are related 
"to the incidence cf crime no matter how strong 
"the will may be. 

Ors Pine tiy, Lethink it may be postulated that 
"thoughtful persons, realizing that there are no 
"new geographical worlds to discover, have con- 
"cluded that government reguletion is necessary 
Yin order to prevent waste of available resources 
"by exploitation." 

That is a rather long 
passage as to what ir. Cronkite has to say but at least 
it is worth while noting thet he has endeavored to col- 
leet some authority there for the, and not coming to 
any particular conclusion, he has not advantaged any- 
thing, but he has indicated the trend and that is all I 
am indicating, I am in this position that 1 indicate that 
this industry should be subject to some regulation, the 
king of regulation I am submitting and I feel there is 
no burden. on me to show it is a necessity. If I can 
show to the Commission that it is of advantage, will be 
of advantage, will be of probable advantage to the in- 
dustry and cannot do any possible hara to the industry, 
I feel that I have gone far to make out a case to con- 
vince the Commission that its recommendation should be 


that a board should be set up- 
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Now 1 have tried to put 
down what applied to cur own industry, would be the 
advantage of the setting up of a regulatory board and 
this brings me then to a@ consideration of the kind of 
board I have in mind. I have in mind one board to 
perform all the functions that are presently being 
performed by a number of boards and departments of the 
Governnient in this frrovince. Now I take first, firstly, 
the board would consolidate all existing agencies now 
functioning separately with respect to various aspects 
of the petroleum industry. Now those agenices are: 
The Conservation board; the Oil and Gas Well Act, Ad- 


ministration---- 


THE CHATRIMAL: Wot so quickly, Mr. 
Frawley. 

MRe FRAWLEY: 165, air. Chaivman. 

THE CHAT. AN: The Conservation Board. 
WRe FRAWLEY: Yes, the Administration 


of the Oil and Gas Wells Act which is a quite separate 
thing but very important, that is a Statute, well the 


Statute is here for me to look at, it is a very brief 


Statute. 

THE CHATRWA N; Can you conveniently site 
ite 

WRe FRAWLiLY: Yes, with the assistance 


of my friend's black book. 


THE CHATRIMAN: it have it and I will get 
it. 
MR» FRAUVLEY: That will be very help- 
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ire Chairman, I am 
going to ask your indulgence. I very stupidly skipped 
two or three pages of my notes and I ijould like very 
much to just retrace my steps. at noon I had, we had 
been discussing ir» LeSueur's suggestion abou the 
Federal Board and when I tame in at 2 o'clock I dis- 
cussed wthat with you and gave you that citation and 
it was at that point that my notes. got disturbed. I 
want to now run very briefly through the other 
regulatory legislation in the Dominion and them I will 
come to my concrete suggestion about the board and if 
it would not trouble you, 1 am very sorry to get out of 
OT ier a=: 

THE CHAIRMAN: [Ti a8 guiterel) right, ai. 
Frawley. 

By the way, while we are 
going back, did any of you find where iir. LeSueur dis- 
cussed field price? 

WiRe NOLAN: I looked, ir. Chairman, 
during the intermission through my notes and I had not a 
note of it, You are sure, sir, it was not in Dr. Frey's. 
THE CHAIR‘AN: No quite, I think. Well I 
say "quite sure I think", that is a paradox, but I would 
be very much astonished if it was Dr. Frey's. 

MA. NOLAN: You_think it,tollowed on 4 


discussion of how the Montana price was arrived at. 


THE CHAIRMAN: . It is right in there. 
MR. NOLAN: I read that evidence, 
WRe FRAWLEY: I remember it certainly, it 


ran through my mind there was somie interchange like that, 
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8 
thet you said to wir. eer after he had finished some- 
thing about how the price was arrived at and you said: 
"that clears up my mind about this thing". 
MRe NOLAN; But that was how the 


montana price was arrived at. 


THo Cha Thal: NO. 
tue LOLA N: No? 
THE CELLTRMAN: a remember making some ob- 


servation to this effect, because it just struck me, I 
had been confused, Mir. Nolan, at least I was not clear 
as to how the field price was arrived ate All right, and 
one of the reasons 1 was particularly anxious to have iir. 
LeSueur here was that he might tell us, and as I recall 
his evidence, it just boils down to this that "you 
bought the crude oil at the lowest price you could con- 
sistent with meeting competition", and I said "now all 
right, that rids it of all its mystery" or words to that 
effect. 

MR. FRAWLEY: Yes, I think there is 
something to that effect. 

THE CHATRiuAN: I remember making that 
Observation but whether it is in the book or not, it 
just clarified the thing for me and simplified it. 

inte COTTLE: T well recall the obd- 
servation ebout removing the mystery but my memory 

leads me to believe it was when Dr. Frey explained the 
mechanism of making field prices that you made that re- 
mark, that he had cleared up a lot of the difficulties 
and misunderstandings about how field prices were ar- 


rived at, and that was before ir. LeSueur spoke on the 
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subject, and I think Mr. Nolan found the reference which 
had just those very words in, this morning. 

MK « NOLAN; That is Dr. Frey but that 
is not what the Chairman is thinking of at the moment. 

I have a reference to Mr. 
LeSueur where he says the field price was not fixed be- 
Gause it was necessarily fair but because it was the 
competitive price but that is not quite what you want 
either. 

THE CHA IRMA N: I wonder if you can find 
that page- JI am sorry to delay you, li. Frawley. 
Mit. NOLAT: rose 14 219." 20a vee ren 
difficult to read ir. LeSueur's evidence. He does not 
interject himself very often into the evidence. 
MR e wACLEOD: It is at the beginning of 
that Volume where he talks about it. 
MRe COTTLE: I went through the whole 
Volume, sir, at noon. 
MR. NOLAN: 
"MR. COMMISSLONER LIPSETT: In other 
“words 1 suppose, Mr. LeSueur, you would say 
"the ¢1.20 was fixed not because it was neces- 
"sarily fair but because that was the com- 
-"petitive price? 
Nhe jethet: Lev piehtp." 

And that is page 14,319, 
in Volume 128, that is the question and answer and 
them he goes on: 

"@. And of course if that competitive position 
Yealters the price--~ 


"A. The price alters. 
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"Q. The price again whether it is fair or not is 
"1.287 
WYou aopky ceite hatural basis to the conditions. 
"Q.- The original basis was not fairness or un- 
"fairness but competitive? 
NA. (Phat is right." 

THE CHALTRMAN: What page is that? 

MK. NOLAN: That is page 14,619, sir, 


in Volume 126. 

THE CHATRMAN; Well I may be confused, 
it may be, that that observation I meant was made to 
Dr. Frey. 

MRe HARVIL: In Volume 128, page 
14,2609 through to page 14,2834. 

MR. NOLAN: That is where it is the 
marketing average basis and how he thcught the price 
was fair and would not retard tre growth of Turner 
Valley and then he goes on and discusses the Montana 
price, how it is arrived at and the uniform desire was 
to appraise as closely as we could what we thought 
would be the proper price at which Montana would 
Bteclligs, but irs Chairman, even siter we rise, if 

we can be of help we will. 

THE CHAInMAN: I think from what you 
have said, it pretty well covers the point that I had 
in mind, and I am not particularly anxious to find any 
observation of mine. 

Whe NOLAN: | No, but let me look and 
I will look after we rise. 


THE CHA TRAN: You say you have been 
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through ail lir. LeSueur's evidence. 
MR. COTTLE: I went through the whole 
volume 128 when ir. LeSueur was dealing with field price 
but when you mentioned it this morning I well recollect+= 
ed the remark which you made te the witness, whoever the 
witness was and in thinking it over a little more I am 
very confident that it was Dr. Frey to whom you ad- 
dressed that remark. 
MRe LOLAN;: Mir. Chailrman-<-=-— 
THE CHATRLAN: Lf you should find thes 
Daou, Hou tor my remark but if you could find “that 
part of Dr. Frey's evidence. 
Whe NOLAN: Then let us look at that 
then, Volume 125, at page 14,008. 
MRe FRAWLEY: Just apropos something 
else altogether, I see you said to lr. LeSueur on page 
14,298: 

"Q. THE CHAIRMAN: I want to be clear; 

"Dr. Brown was discussing with us what he con- 

“eeived to be a proper return upon capital in- 

"vested in refineries and so on, do you wish 

"to discuss that now? 

wee F prefer not to." 

And do not suppose he 

ever came back to it. 
Mk. NOLAN: This discussion is be- 
tween fie onaieman and Dr. Frey. 
Wk. FRAWLLY: Do you want that refer- 
ence, Nir. Chairman. 


THE CHAITUAN: Yes, excuse us a@ moment, 
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ey Nh x len 
Wire Nolan. 
hike NOLAN: Certainly. 
Mike FRAWLLY: ihat was page 14,290 and 


it is in Volume 12&, at page 14,290. Mr. LeSueur says 
he would prefer not to discuss the rate of return just 
at that time. 
THE CHAIR AN: Yes, all right Mr. Nolan. 
MR. NOLAN: Now sire Chairman, if you 
will be good enough te make a note of Volume 125. 
THE CHAIRMAN: Now this is on. 
MR. NOLAN: This is on your discussion 
with Dr. Frey about the field price, Volume 125, page 
14,006 to page 14,008 and perhaps if I will just read it 
for you to see if this is what you are thinking about, 
these are your questions to Dr. Frey beginning on page 
14,006: 

"Q.- As I understand it, you would say that the 

"Board that sits to make judgment, deliver judg- 

"ment, as to what the field price should be is 

"first concerned with what products it will make 

"from the crude that it buys, that will best 

“serve the market that it is intended to serve? 

WA. Yese 

—, “thet LH One thing’? 

"A. Yes. 

"@. Having determined that it then looks 

Na round is see at wheat price it can buy crude 

"el sewhere? 

ta “Yeo. 


"@, And it is going to buy crude that is suite 
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“eble for its purposes at the lowest price it 
"can, having regard to the transportation plus 
“problems with which it is concerned? 

Uh. Weds 

"Q. That being so, it just comes down to a 
"question of how cheaply the crude can be bought 
“of a type that will make the product that will 
"Serve its market? 

NA. I think that is essentially what it amounts 
WE » 

Wow ee 7 

"A. The refiner is interested in getting the 
"crude for the least possible price to hin, 
"qualities and conditions of market, that he has 
"eiven consideration to. 

"@.- Yes; so that in the result all this judg- 
"ment that we have heard about, amounts to, it 
"is merely a judgment, if it be a judgment et 
Yall, it is merely an ascertainment of where 
"erude can be bought at the cheapest price of 

"ea kind that is required? 

Worth Les « 

"@. Having regard to the distance it has to 

"be transported? 

mys) Oo es. « 

"oO. tnd so-if in forming this judgment) itais 
"merely ascertaining what is the cheapest 
"narket in which it can buy, are we not con 
“cerned with finding out as to whether or not 


"the cheapest place at which you can buy, be a 
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"plac> where there is an uncontrolled, flux pro- 
"@uction, which is having an evil effect en the 
“industry as a whole or not? 

"h. Some of our shrewdest buyers are taking ad- 
"ventage of the uncontrolled production that 
MOmlste in certain areas of the United States 
"and if they chisel far enough our price 
"structures will not stand. They will break. 
YG. Well then if I am following oe arignt, 
"Doctor, you seek the point of lowest price of 
“crude as a basic factor upon which to predicate 
"ge judgment as to the price which can be paid in 
"any given field? 

"A. Taking into account these various other 
Meactors. 

> Yes; trelisportation and quality? 

"A. Yes, and there is one other factor that 
"perhaps is accepted too much as axiomatic, to 
"require any separate consideration and that is 
"e question of quantity. We are dealing with 

"a large scale industry and for that reason com~ 
"panies buying will try to establish sources of 
“supply that promises sufficient quantity to 
Ujteaety Duilding op their connections in those 


"fields. Some fields are rather small, so small, 


“we have some that the producers have to make an 


"effort to find a refiner that will take it, 
"simply because the scale is wrong, but if the 
"scale of production is large enough to interest 
te refiner then he is looking for the loveat 


"price that he can get delivery in his refinery. 


Tesh 7 ue vr ia 
amie ee eer cp aa 


oe ot ie! per 


ss 
“ ; ’ Aa 
is ee ta ee P wie “- Sh a Cee ie! 
= hes ae pcs Me CuNEAe Mucle ne Mem s SR fae Nee + ua ES 
= a ‘ +a Ai & 1 ~ 4 7 ‘ rad i bi 
yu mie he on t é — Pika ; 


. a a? = 7. 
Sylie i is bon Seats soit! ae ‘ie . ath 


; | : - 
thon of Ke Coshata Beek Sead ; a 
ud : a ee s weber’ ti St b ok aie tien” apa é te : 


te sokia 3 to’ tated ‘ait?’ yeah’ toe “werga® 
EO a a set a a aa rill ieee meurenes oles a oS eet re rere seth 
im of ad ‘i Odedr piteat 2 bs“ ahaa 


i “a if ; i “as ites ou ina Late: “at” ri aig ‘prsau hat 7“ : 
eter mer waa 
Si eet ie SE ee | 
ifirine lady nett penaeaeeh eer at 


i aie ; Ne one ae) ean <1 5 + ae Sere foi th ie ae : j 
bats yodeat * adja ana of etow? i" eee ik 
a Aloka AB Sue ‘berg nade Mat at aaeaesien” ; 
ice ada 3 Fee aa ; 
is add bie webbeast hate ‘et egeqed= pia 


pia tare) se AP gees VI ween: aS Pe ea ee By Kes Pe roe se 

Nod’ sa ht Gadk enta” dy” ’ 20g Labia. eas ema 

AEP e ee Rt ee POS yee ce 
i- ease pods (65° bite ty ete 


Pi cae g 8 j 
eno dd ne atin ‘th eniee si whe qw at 
= ie ba + nn 7 “ ro ron 7 on Pas te 


oor wis ial 4 1 aaa tany a ; ‘ona’ data 
| | ah ales oi wind: akc at th 
are ees et 


* <i a ee 


ad Led sid ante’ ba 


Je Je Frawley, h.C. 
C4 me fe Oe 
15 
"Qe Guite. I think I follow you perfectly, 
"Doctor, and it robs this question of field price 
“of all its mystery? 
"A. There is no mystery' 
THE CHATHVAN: We have found it. 
Me NOLAN: I “thizik 0) 
"A. There is no mystery about field prices? 
May I go on for a couple of questions. 
THE CHAIRUAN: Yes, please. 
"A. There is no mystery about field prices as I 
"see them. 
"@- You just go to the lowest point and buy at 
"the lowest place you can, consistent with 
"quality, transportation and supply? 
WHS VOR. 
wQ. And that is all there is to the field 
"orice? 
"a. That is all. There is not anything fancy 
"spout it. It is just the workings of the 
"ordinary economic factors that are involved in 
"practically all other types of purchases." 
THz CHAIRMAN ; Thank you lire Wolan, that 
certainly was what I was referring to. 
Re COTTLE: f£nd that is what I 
remember too. 
THE CHATRMAN : I was quite clear and it 
shows how easily one can be mistaken, I was quite clear 
that I put that to bir. LeSueur and that was at page 
what? 


MR. NOLAN: Volume 125, at page 14,006 


4 asian ee, sessions ne ee 


a Be ats 3 hes apf cael - 


| : 1 
suotee ale it, atede, setae ea 


oe 


_ amitepey, te aieewe Go aeiraay 


7 : 0 wating? a4 y 
% f pp j ; bor ire, eee) E 
* © Qe Ph yee” ens 
is . rs oa 7 : 
ne . 
~ e, 
. ‘ Ha Es ae 5 4 
- w F 
a 


Te GRE Oa OL Seon vet iv og. Om vei ry mg! ei _ 
ve | pares yn awe. woe: aeigiy eter mite om . 
Tho) (MB Pas Veta eat iene ¥ di lf 

| ret come epyne Ade 

call ed ak Coston: Lie ae fas —e 


LeLRT ell al Hy AO Sa 38 
BF. 28 spicbee Et a et a i. ak nods os 

at bevluuunt «a tesd ae ee a ee pimonwoe 
22 A ENE A: votes, Lilia | 

edd. Ret BY, ARH oer 
9) Gee es amw ‘a 


A Part cat al Data 


oe ote $e Pid..Ad tg BEW-Bion, “i ue 


a7, Os erawiey, AsC.. 

ae | eee act a Ae 
through te 14,008 inclusive. 
THe CHATRMAN: iiow ur. Frawley, you are 
retracing your steps ya ee 
MR. FRAWLSY; Yes. 
THE CHALHMAN: f£nd our note is that you 
are now addressing yourself to what, instead of the 
kind of board perhaps. 
MR « FRAWLEY: By ir. LeSueur, I was 
discussing. that wes my fifth point in my notes, Mr. 
LeSueur's suggestion and 1 was discussing i’r. LeSueur's 
suggestion as my item No. 5 and I had completed that, 
and then the sixth is "Other nhegulatory Legislation" and 
then 1 came tu my reading of these economic passages, 
the passages on economics, so that I now want to dis- 
cuss very briefly other regulatory legislation and I 
began with the Frovince of New Brunswick and I refer- 
red you to the gasoline sales tax. 
THE CHAIRMAN: wow are those all avail« 
able in our library. 
WR. FRAWLEY: . If they are not, theyare 
found in our Exhibits. We have most of them as part 


Bty Teh bi tt tobS" . 


THE CHAIRMAN : They will be available 
tO us. 
Mre FRAWLiY: Yes, and those thet are 


not,can be found in the Statutes in the library. 

The Gasoline Sales Act, 
Chapter 17, sae Statutes of New Brunswick, 1935, 
and Section 29 is the Section. 

Section 29 originally 


read this way: 


ate 
oo i eht 
uo “De An 
“s 


Nase o a 


ps RO aly Aol ieaih 


oe kg Whey was + Hee ci. ashen vel 


are he SF ol * P, 

wo fs eo oh i 
EW © ae nana * os ; if 
. Hr aT HN ce ¢ 


Fae p ea a © Oe Ris 
aR ) See ele vee vt Pak eile 
woe 2 hee tS 


reat 


re a% 1 Sein” SiR a ib ve one 
’ p Sack ut ay was ew Fs re , nia fe dj? i 
aR co) an h, > “gel GIB E of : eo 


: ne ges EN ATES oe ae Oe ; : 
Bal kh © Pape ke Ce + = 7 
a. Le Sion’ eect ga 


, ( 2 ul | : “ fi ; oe > “he i eure 38 = n oo 
; a Pe Re ee eich ; . 
S40 oo ‘i ‘o Fata at mit. ae 


dalses os Lay 4 


ai ahis 7 Bech x ay! vad ; bai ‘gay ; 7 an 


i aan and ‘Be fab he? ‘aba woe, aie 


4 Wg 


ie ‘én iain holga why ae he 


ms erat an 3 4 . u 
ae ! eae 


tig th. cen ge” 
; - ‘ - ui a ee GF a b firs er pa ee attedat ae 


poatate A sa 


- ie . iy 
i our Pa 
a =— = , 


Je 


C4 
LT 


Je 


Frawley, E.O. 


-~ 17,972 - 


"The minister, with the approval of the Governor- 
"in-Council, may from time tn time make such 
"regulations, not inconsistent with this Act, as 
"the liinister may deem necessary or desirable for 
"the carrying out of the Act, including: (A! Fix- 
"ing the grade or quality of gasoline to be sold 
Mit the Province." 

And in 1938 by Chapter 58 
of that year these words were added to what 2 have read, 
so thet the whole Section now reads: 

“Fixing the grade or quality of gascline to be 

"sold in the Province and the maximum price or 

“orices at which any grade may be sold in the 

"Province or any Section thereof, at wholesale 

Vor revert". 
THE CHATHMAS : Just pausing there, Mr. 
Frawley, do you see more merit in a top-stop than ina 
bot tom one. 
MR. FRAWLLY: No, I think thet you 
might as well, to be fair and frank about it, say 
"Fix maximum prices and minimum prices", I think the 
Legisiature should be frank about it; in other werds 
this would seem to me "We do not care about how far 
dowm you go and how much you are losing yourselves, we 
are just concerned with protecting the public and fix- 
ing maximum prices", what I would advocate is trying to 
do & coxplete job, maximum prices and minimum prices, 
to prevent a top-flight and to prevent the company 
going too low. 


THE CHAIRMAN; And prevent the des- 
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truction of the competition you seek. 
MR. FRAWL&Y: Yes, because you see then 
you get &@ monopoly. 
THE CHATRIAN: If you have it punitive 
enough you have a monopoly. 
MRe FRAWLEY: Yes, the Texas Company we 
are talking about, they have a lot of money, we are 
tolé they are a great large company. We know they have 
been losing money in Alberta. Now perhaps they might 
come in with a lot of money and engage in a punitive 
wer with their wealth, I sey they might do that, and 
then one might want to stop them dcing that, te decide 
whether they should be allowed to do it or not, they heve 
not done anything in that direction yet but we do not 
know about these companies, they may have a different 
idea some of these days so I am frank to saye--- 
THE CHAIRMAN: hire Macleod may have a 
word to say about that. 
Re MACLLOD: About a month from now [I 
do not think we will trouble Mr. Frawley any further. 
Mie FRAWLEY: In the words of Mr. 
MCcikinley-Cameron that would sound "ominous". 
iuReLACLiLOD: But with regard to these 
other legislatures, I think it would help a lot if Mr. 
Frawley weuld tell us whether it was @ power taken and 
not exercised. 
uh. FRAWLEY: I am going to go into it 
in a little more detail right now, one step further 
East, in the Province %f Nova Scotia. 
Now that is all that New 


Brunswick did. They probably imitated Nova Scotia in 
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passing that top-stop legislation. 
Then the next is the 
Province of wova Scotia and that is rather interesting 
anc I want to ¢0 into a history of that very briefly 
and the first situation there was, and I think one must 
have this, the first situation was, the Statute of 
1944, the 1924 Session, Chapter £, Section 26 and that 
Section 26 says, as it was originally passed in 19384, 
i% yeaa tuls wayer= 
Mr. THARVIE' What have you. 
Mike FRAWLLY: . It is called the Gasoline 
Licensing Act, 1944, Section 26. 
"Every sale of gasoline made by a licensee shall 
"be made at a price that in the opinion of the 
"Soard is not higher than is reasonable and 
"just." 
That Statute came into ef- 
fect on or about the end of may, 1964. Now it was amended 


but it was not amended until 1967, Chapter 56, Chapter 56. 


(Page 17,975 follows) 
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Il heweto have “L957. tf “you will excuse me fora minute, 
because I want to get the date of assent. It was amended, 
The Gasoline Licensing act of 1934 was amended by Chapter 
bo or 19S. “aetion 9. Section 9 repealed Section 26 
of the 1934 Statute and substituted therefor the following 
section in three parts. The section was repealed and re- 
written and this section came into effect on the 17th day 
Ope Agree IST The nove ise 
eeecea "th day of April, 19S87." 
THE CHAIRMAN: Exeuse me, Mr. Frawley, I am 
trying to get the date of the New Brunswick Act. 
MR. FRAWLEY: The original Statute is 
Oo, Ciegier 17, end section e& is the section I called 
attention to; that was amended by Chapter 58 of 1938, 
Dy cute Tous power to Tix the maximum price where originally 
they only Had the power to fix guality by grade. Then the 
Nova Scotia section. The new Section “eo 18, 22 Wwe Roy 
Hheveti11, 2 vhree Sub-sections, inthe blue’ pampnile., waicn 
Leper, of Bxnibin  '6es" iam reading from the oftieial 
Statutes merely for the purpose of getting the date on 
which this new section came into effect. The new section 
Which we have read many times, but I will read it again, 
ection 26% 
m* 26 (1) The Board may from time to time when it 
"deems it expedient fix the price or prices at which any 
f1igensee or licensees shall cell gasoline in any part 
Nof Nova Scotia for use in Nova Scotia. 
" (2) The prices at which gasoline was sold or offered 
"for sale by licensees in Nova Scotia for use in Nova 


Hanotia on the first day of January, 1957, shall not be 
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Ninereased unless and until the aoproval of the Board 
"has first been obtained on applid&tidn made to it for 
"that purpose. 

" (3) Any person who offers for sale, sells or 
"otherwise disposes of gasoline in contravention of 
"this section or in contravention of any order of the 
"Board made pursuant to this section, shall be liable 
"to a fine of not more than One Thousand Dollars per day 
"for every day during which any gasoline has been so 
Noffered for sale, sold or otherwise disposed of." 

Now, the Statute is not like 
our Statute, it has not got a provision to say when it 
Game Ante Toree put there is a small note at the top ot 
toe otatuse, “Passed 17th day of April, A. D. 1937,% 
so I think we may take it that the old section 26, 
which simply said: 

i Seo HWvery sale of gasoline made by 2 licenses 
shall be made at a price that in the opinion of 
"the Board is not higher than is reasonable ar 
"just "was repealed. 

That was the state of legis- 
fapionm until the 17th of April, 1967, and then the new 
section came into effect. Now, 1 merely watt to cal. 
attention to a telegram or the telegrams that were e 
filed through---- 

MR. COM'ISS IONER LIPSETT: Before you pass from the New 
Brunswick and Nova Seotia, have you any knowledge at all 
of the type of Board that was set up there? 

‘WR. FRAWLEY : it is.the Public Utility Board. 
THE CHAIRMAN: 7 i Caech place’ 1t.15.in 


Nova Scotia, certainly. 
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MR. FRAWLEY: In the Province of New Brunswick-- 


now, I am glad you asked me that. In New Brunswick it gives 
power to the Minister to make these regulations with the 
approval of the Governor-in-Council. PeCCLen co cKRoU 
Wel terecaliv~as I read is, said: 
"The Minister, with the approval of the Governor-in- 
"Council, may from time to time make such regulations, 
"not inconsistent with this Act, as the Minister may 
"deem necessary or desirable for the carrying out of 
"the Act," 
end then there is this fixing of grade: or quality. and \fixzine 
a maximum price; and the Minister is the “inister of 2ublie 
Works of the Province of New Brunswick. So that the 
Public Utilities Board, if they have one in New Brunswick, 
QOece moOtiunction here. But, /ofrcourse, intNevaeecotaas, 


"Board" is what they call "The Board of Commissioners of 
Public Utilities". It is a very comprehensive statute. 
It contains a lot of procedural sections, which means to 

me that there was no intention at all of constituting the 
sale of gasoline as a public utility. The, Publics Uti wiies 


Act still governs with respect to public utilities and that 


merely, and this is a completely exhaustive statute. 


THE CHAIRMAN: Whet are’ you speaking off 
(AR. FRAWLEY: The Gasoline Licensing Act of 
he) 


Nova Scotia. It is a separate statute with a great deal of 
procedural provisions in it. So that the Public Utihities 
act, as such; does not function with respect to the regula- 


tion and sale of gasoline. That is all I mean by that. 


Now, I want to call the attention of the Commissioners tO 
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that passed between Mr. Nolan and the Toronto office of 
his client. I do not want to spend any time about it 
except to look at Exhibit "725", and that is a telegram---- 
THe CoA ITRMAN: Just there, I do not know 
whether this is germaine or not, but, Mr. Nolan, I remember 
some discussion, and whether or not a request was made to 
you for information I do not now recall. I remember gome 
discussion of some further sorrespondence with your head 
office in Toronto about more clearly defining the field 


services in the Valley. You rememher that? 


MR. NOTAN: Field services in the Valley? 
THE CHATRMAN: Something regarding a connection 
with the Becker and Mayland plant. Are these telegrams 


relating atiali to that? What are they about? 


MR. FRAWLEY: They refer to the Nova Scotia 
legislation. 

THE CHAIRMAN: Then it is far afield to what 
I am talking about. It is something quite dilrerent. 


And I am sorry to have interrupted you at this stage. But 
since I have, may I ask Mr. Nolan, did we ask you to or did 
you wire, whether we asked you to or not, getting anything 
more concrete about the price and cost of getting oil from the 
wells, because if I do not mention it now we will forget 
about it again and we will soon be parting, we all hope. 

MR. NOLAN: I was not asked to get anything 
and I have not got anything. But the evidence is that no 
definite policy had been arrived at at the time Mr. leSueur 
gave his evidence on that point. 

MR. FRAWLEY: I may be wrong on this, but it 
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wrong ~ that I, perhaps, asked my friend to follow that uo 
and elaborate upon that. That is my recollection at the 
moment, that I asked my friend to see if that could not be 
made more concrete. 
MR. NOLAN: Don't you remember that I said 
so much depended on the particular circumstances and the 
people to be supplied ami how much oil they were going to 
take and how much a day and how many days in the month and 
how many months in a year. It was most difficult to lay 
down any policy governing all these different circumstances, 
and the matter dropped. 
MR. FRAWLEY: No more diiticult Gham the 
situation at this end as to these things you are now 
mentioning and we have a clear and satisfactory statement 
irom vr. Nolan on whet they are content to Go. “Bap ia 
this situation at the other end that was left so indefinite, 


cts Gres wee hale 


MR. NOLAN: The point ig, Who wanul tie Only 
Who and how much and how long. ALL these things arise. 


i feve no doubt in the world that they can be amicanly 
threshed out when they do. But there is nothing tamgible 
forme 16 deal with. 

THE CHAIRMAN: AS usnuali,Mr. Mahaffy is not 
here when anything pertinent to his company comes up. 


MR. FRAWLEY: Welt, La ralrness vo te, Laped ce 


he did say, yes, I think he made it clear on one of his last 


appearances---- 

MR. NOLAN: That he had enough oil of his 
own. 

MR. FRAWLEY: That he i¢ nowt now really 


coneerned. t think that is what he said. We ado not know 
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about Becker. 

THE CHAIRMAN: Becker may or may not be the 
same. However, I am sorry to have interrupted you, Mr. 
Frawley. You mentioned correspondence with the Imperial 

in Toronto. 

MR. COMMISSIONER LIPSETT: Was not there something, Mr. 
Frawley, the other day which Mr. Nolan suggested that you 
assist in drafting a telegram or a letter to Toronto and 

he would send it? 

MR. NOLAN: That wes for the purple eas an 
Saskatchewan. I said to the Commission "Qur experience in 
Saskatchewan might be of some assistance,"because we seemed 
to be confronted with an expenditure of vast sums of money 
TOD lLicate all the existing storage facilities 2b 217 
these bulk plants and it was shocking to us anc we wondered 
how they got along with that in Saskatchewan, if they did. 
ipheve not done anything about it. We sat very Late Jas 
night. 

MR. COMMISSIONER LIPSETT: Was not there something two or 
three days before that. Perhaps I.am all wrong. 

THE CHAIRMAN: Lt. is) Teally ous vii ee 
we ask for something we should note our request. 

MR. NOLAN: No, if you ask for anything [I 
Should supply it. The fact I did not supply it is almost 
proof that I was not asked. 

THE CHATRMAN: Yes, you have been certainly 


very good in providing what you have been asked for. 


MR. COMMISSIONER LIPSETT: You think it was about the purple 
gas? 
MR. FRAWIEY: No, because that was only 


yesterday. 
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MR. NOLAN: It has been suggested to me 
I was tc enquire as to whether or not the Chairman's 
appreciation of “Yr. LeSueur’s evidence in speaking of the 
pipe line saving----well, I got that. That was not last 
week, it was three weeks ago. 
THE CHAIRMAN: Yes, we got the answer to that. 
Now, it may be, indecd, that while we were discussing getting 


that information that ilr. Mahaffy'’s suggestion that he had 


no longer any interest--~--- 
MR. FRAWLEY: it was history. 
THE CHAIRMAN: That he had no longer a great 


interest, and the Becker Refinery not appearing at all, 
they we let the matter drop. 

MR. FRAWLEY: While we were going to ask Mr. 
Nolan tc do something perhaps we let it drop. 

MR. MACLEOD: My reeollection is there was 


a Suggestion that the Public Utilities Board had jurisdiction. 


THE CHAIRMAN: That was debated. 
MR. FRAWLEY: ir. Mahaffy was going to, I 


thought, say something more about that as to whether the 
Public Utilities Board could bé appealed toS TT suggested 
that the Board I was going to submit and I am now suggesting 
should be set up might be given the power to require 
delivery of oil. 

THE CHATRMAN: At any rate, we are not seeking 
anything from Mr. Nolan, ¢ take it, and I am sorry to have 
interrupted you. Mr. Nolan, you see, you really have 
gpoiled us. You have always given us what we have asked for 
and so now we do not takes notes of what we are asking you 
Ooms 


MR. FRAWLEY: Then, Mr. Chairman, I was wanting 
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to call very brief attention to the telegram which Mr. 
LeSueur sent to Mr. Nolan on the 14th of November last, 


Exhibit "725". 


TH! CHa IRMAN: I have a note, Exhibits "722" 
to rey". 

VR. FRAVLEY: wes yeh ac Oto a eae | Gere TD 
calling attention----- well, let me first call attention to 
Bahivpre "745", just for one brief reference, "726" is a re— 


cast or a re-phrasing of a telegram, Exhibit "722" sent to 
Mr. Nolan by his clients on the 2nd of February. I have 
Simply rearranged the telegram in data form so as to make 
the information contained therein more readily readable, 
that is all. 

MR. NOLAN: it could not have been February, 
Mr. Frawley. 

MR. FRAWLEY: No, I mean November. It isa 
telesram of the @nd of November of this year. Yes, ainoss 
last year. 

THE CHAIRMAN: I think it is understandable 
why you should say February instead of November. We are all 
pevurre a Liuvle tired and we must try to pe ali pavisnms 
with one another for the last time. 

MR. FRAWLEY: Exhibit "723" shows that on the 
Pap or Wenuary, 1967, the price per gallon in the’ Habitex 
area was 16 cents, and it was 17 cents in Sydney, and it 
was 17% cents in the balance of Nova Scotia. On the lst of 
February, 1937, the prices were advanced # cent, and on the 
5th of February, 1937, the prices were reduced % cent, which, 
obviously by simple calculation and arithmetic, put them 
pack to the 16 cents for Halifax and 17 cents for Sydney 


and 17$ cents for the balance of Nova Scotia, as they were on 
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the lst of January, 1937. Now, in the telegram of thes 
14th of November, Mr. LeSveur was explaining to Mr. Nolan 
what that rather peculiar advance and reduction, one 
neutralizing the other, meant. What it was and what it 
meant. Mr. LeSueur said this to lir. Nolan: 
"Tnerease of one-half cent made February first, 1937, 
"unfavourably received and therefore company withdrew 
"advance on February fifth stop Mr. mceNeill our 
"vice-president shortly thereafter had conference with 
"Minister of Highways showing soundness Nova Scotia 
"prices at that time in relationship to Gulf Coast 
"markets. This condition still prevails subject to 
"Nova scotia prices not being cut of line with other 
"astern Ganada markets also open to Gulf influence 
"Nand above is necessary from our standpoint for 
"competitive reasons." 
Now, you mignt wonder why I 
am bothering about that. All I say is that on the ist of 
February and on the 5th of February and at the time that 
Mr. MeNeili went to Halifax - because that would be shortly 
thereafter and I presume it would be before the 1’th of 
April, when this statute was changed - when Mr. McNeill 
went there and when that price was put up this Board had the 
power to say that the price was not just or reasonable. 
The section being? 
'Eyery sale of gasoline made by & licensee shall be 
"made at a price that in the opinion of the Boar is 
not higher than is reasonable and just." 
And that was the state of the legislation when that increase 
was made. There was not any law at that time saying that the 


prices as of lst January, 1937, had to be the right ones. 
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Just that there would be no price which the Board did not 
think was just am reasonable, and apparently, judging from 
the telegram, the irsrease of the lst of Fepruary of + cent 
was unfavourably received, and this was the state of the 
legislation. And then the price was reduced. And then Mr. 
McNeill went down and he assured the Minister of dighways 
that the prices were sound and competitive and so on. Now, 
what is all this about? It simply means apparently this, 
that this top stop legislation, or whatever you might want 
to call it, as it then was, was sufficient to have that 
price put back. Now, perhaps, it was quite wrong tu put 
it back. I am quite aware of the possibilities there. 
That, perhaps, it was wrong. Perhaps the Minister of 
Bigiways just held a gun to the Imperial Oil. and sale “Look 
at that section 26. Now, puta the price back, rien or 
wrong put the price back", and the Imperial Oil said 
"Fell, we will put the price back, you are the Government", 
and SO On. 
MR. HARVIE: It was possibly unfavourably 
received by the public and not by the Minister. 
MR. FRALEY: That is aleo true, perhaps, 
unfavourably received by the public. I suppose every price 
increase in gasoline is received unfavourably by the public, 
but they cannot do much about it. But this is a case mere 


it was unfavourably received and it was put back. 


THs CHaATRMAN: To carry that tc.a logical conclusion, 


as I see it, Supposing the possibility you suggest were 
effected, namely, that a change in price was effected at 
the behest of the Minister who said "I have got a big club 


here and you do it," is not that the reason, perhaps, dor 
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J. do Frawley, n. C. 


not giving any such power to any body. Because ttt ig 


just a way from an industrial control into a sort of 


despotism. 

MR. FRALEY: The kiad of Board I am going 
to suggest this Commission should recommend is not going 
to be anything like that. It is not going to be a Minister 
with a club or anything of that sort at all. Wow, to 
complete the regulatory lLegislation,and some of this I am 
just quoting so the Gommission will have in conveniens form 
some of the regulatory legislation we have in thi 
we have the Railways act, Chapter 1700f the Revised Statutes 


of Canada, and there is, as we all know, the power-~---- 


THE CHATRMAN: What is the Act called? 
VR. FRAWIEY: it is called "The Railway 


Act" and it is Chapter 170---- 

TH GHAITRMAN: It is right in the Railway act 
that the Board is set up? 

MR. FRAWLEY: vee 
f£ will give you the changes made recently setting up the 
Transport Board. The original Act is "The Railway act," 
Chapter 170 of the Revised Statutes of Canada. Well, there 


are a good many sections dealing with the jurisdiction of 


cS 


the Board but tere is one, Section sets up the Board; 


t There shall be a commission, known as the Board of 
"Railway Commissioners for Oanada, consisting of six 


Members appointed by the Governor in Council, 


" Such commission shall be a court of record,and 


"have an official seal which ghall be judicially noticed." 


And then the provisions for holding of office of the 


Commissioner. 
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J, a. Frawley, K. ‘UC. 
Now, Section 32, and Section 33: 

Me it. Whenever, by an Act or document, the Railway 
"Committee of the Privy Council is given any power 

"or authority, or charged with any duty with regard 

"to any company, railway, matter or thing, such power, 
"authority or duty may, or shall, be exercised by the 


"Board." 


UUWSS2 Soke Board ishall have full jurisdiction to inguire 
"into, hear and determine any application by or on 
"behalf of any party interested, 


" (a) complaining that any Gompany yor )4persom, whas 


q failed to do any act, matter or thing required 

ay to be done by this Act, or the Special Act, or 

" by any regulation, order or direction made there- 
t undérsby the Governor in Council, the Minister, 

G the Board, or any inspecting engineer or other 

y lawful authority, or that any company or person 

" has done or is doing any act, matter or thing 

ui contrary to or in violation of this Act, or the 


u Svecial Act) ‘oTvany such regulation, order, or 
il Ginections. or 
SSEN SR sedimce aunt the Board to make any order, or 
Ue give any direction, leave, sanction or approval, 
I which by law it is authorized to make or give, or 
u with respect to any matter, act or thing. which 
. byvthis Actieor the Special Act, iiseprohbibised 5 
f sanctioned or required to be done." 
And, of course, the Board has power to approve or withhold 


Ea) 


approval of tariffs that are set up by the companies from 
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time to time. That Statute was seriously amended in 
1938 by the passing of the Transport act, which is 
Chapter 53 of 1938. The name of the Board is now"'The 
Transport Board.” "The Transport Act, 1938." is the name 
of the new Statute. It is Chapter 53 of the Statutes 
of 1938. That provides that: 

" The Board of Railway Commissioners for Canada 

"Shall hereafter be and be known as The Board of 

"Transport Commissioners for Caneda", 
Then Part V has to do with Agreed Charges and that Part 
ComesimtoeToOrce on the 15th of November, 1938. 

Then it might be wrth while 
roting that the Pominion Customs Act provides regulations 
and it is more than of passing notice here to say that 
these oil companies, which certainly by the evidence given 
by their witnesses to this Commission are very anxious to 
be geht “alone, they are just ae anxious, because 7 think 
Lb) Can bDéxcaid that while Mr. Harvie’s clients carried the 


turien that the other companies supported him, that these 


companies were very anxious to see that the Dominion Customs 


regulations were being enforced properly and thoroughly. 
And it is quite within my right to suggest that these 
Dominion Customs regulations are interferences. They 
constitute interferences and artificial barriers to the 
full free-play of the competitive forces. 

MR. HARVIE:.A ve do not agree that we 
were in favour of them. All we do say is so long as the 
regulations are there that they should be enforced. 


MR. FRAWLEY: You do not mean to tell me 


you would like to have the Customs regulations just withdrawn 
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and let the Montana gasoline come in, regardless of any 
dumping and regardless of any duty at all. That is full 
free-play of the competitive forces. Tet Montana compete 


in here. We do not want that, I take it? 


MR. HARVIE: OU Ole ts 
MR. FRAWLEY: { don't, and do you say you 


want that? 
MR. HARVIL: No, I did not say I wanted it. 
MR. FRAWLEY: No, I would not think my friend, 
or any of my friends, want that. But I merely mentiom it 
in passing. t am commenting upon the fact that this is 
ai erwiiicial barrier, an artificial’ interference, & cheer, 
a balance which my friends are very glad to have there; 
very glad to go to great trouble and great expense to see 
that it is properly enforced. And I think they should. 
i commend them for their efforts. But [I just simply mention 
that as being somethihg which is thought to be for the 
national welfare and something that must be interposed in 
an open competitive system. Because, otherwise, I would 
think the United States would compete with Canada. That is 
eui. It 18 something that is deemed to be @ “Wise inter 
ference with the full play of the competitive forces. 

Then there is the Canada Grain 
Aet, and I only want to cite you certain sections which I 
think you might like to look at. It is Chapter 86 of the 
Revised Statutes of Canada, 1927. Now, without reading 
the sections to you at all I would like you to, perhaps, 
make a note of the following section. oeetion a0. 


It says that: 


‘The Board may, with the approval of the Governor in 
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"Council, makes rules and regulations for the govern- 
"ment, control, licensing, inspection and bonding of 
"all elevators, and all otter matters necessary to 
"the proper carryihg out of this Act." 
Section 40 sets up the Grain 
Standards Board for any division 
"for the purpose of establishing such commercial grades 
"and of choosing samples of such srades to be the 
"standards therefcr.” 
Certainly an interference, 
but always thought to be by everyone, to be wise and proper 
interference with unrestricted competition. 
Sechion 45, Section 83; Section 
86, Section 94. 94 sets up the grades of grair. 
Section 114: 
" The proprietor, lessee, or manager of any terminal] 
Welevator shall be required, before transacting any 
"Husiness, to procure from the Board a license, per- 
"Hitting such proprietor, lessee or manager to transact 


"business as a public warehouseman under the law." 

And sub-section 4 says; 
" Upon complaint by any person, in writing under oath, 
"setting forth the alleged particular violation of 
"law or rule or: regulation, the Board shall forwith 
Nexamine into such complaint, and may require such 
"yproof as.it deems necessary, and if the allegations 
"made are proved to the satisfaction of the Board it 
"may recommend to the Governor in Council. the revocation 


"of such license, accompanying such recommendation with 
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"the evidence upon which it is based, and the Governor 
"in Council may thereupon, in his discretion, revoke 
"such license." 
section 116, which provides for 
warehouse facilities, and sub-section 8 of section 116 reads: 
i ImGase any abuse or discrimination is in the 
"opinion of the Board practised by any Such elevator 
Uthen thesBoard may at any time cancel the privileges 
"egontained in the two last preceding subsections.” 
Seetion 140, and Section 141, 
Private @ievators and control. which the Board has over 
UeIyacws Slievyators by way of revocation of license and so On. 
peetion 204, Section 206. 
Now, the Canada Grain act is 
Just tilied with restrictive powers conferred by the Board 
of Grain Commissioners for Canada upon the operation of 


elevators, warehouses, terminals and So on. 


(Page 17,991 follows.) 
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then we have the conservation 
Statute which I am referring to in passing. It is in Mr. Nolan's 
black book. 

THE CHAT AMAN: You mean the Alberta one? 

MR. FRAWL2Y: Yes, if you would like to look at 
the Milk Reguletions' Act which is an out and out public 
Vole, mien Five you that reference, Mrs Chaicmeny at is 
Chapter 55 of the Statutes of Alberta, 1923, That, of ccurse, 
is the Public Utilities Act of this Province and the Milk 
BeGt200 16 section 61. 

THE CH ATRMAN: Well you mean it is in the Public 
Utilities Act. 

MR. FRAWLEY: it Ls: right in, 2tcle simply wen 
Amendment. 

THe CH ATRMAN 3 But you would not say it had been 
made 6&6 public utility in the proper sense. 

MR. FRAW LAY: Yes, becsuse section 6, the iargeé 
definition is enlarged to mske Milk, to make any premises 

where milk is produced, bottled, marketed and so on, a public 
utility. The milk has been handled, they go the whole distance 
and make the fermers farm a public utility so far as it is used 
for the production of milk, making the dairy which is the 
distributing point a public utility and so on. 

Now the Conservation Act, the next 
group of Legisletion which I say is regulatory and an interferenas 
with free competition, are the Conservation Statutes which we 
have, as we neve been told about, are all over America. Our 
own is Chapter lof the 1938, the second session, 1958, the 


second session. 


VATOR LIPSETT:. - Mr. Frewley, before you pass from 
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milk, how did they arrange there that the farmer, as you say, 
is he guaranteed a profit in connection with milk? 

MRe: FRAWLEY I do not know that there is any 
guarantee. There.18 8 price’ fixed which is)" Ifmat "isa 
public utility, is presumed to be a price which gives a fair 
return to the producer and the distributor. I do not know to 
what extent, it is a half measure ---~- 

MR. COTTLE: It is impossible to determine the 
cost of producing milk, as it is in many other problems and 

the principle involved in determining the price to the producer 
is the price which will insure a continuity of supply of whole- 


some milk. 


THE CHAIRMAN: For the consumer, 
MR. COTTLE> For the consumer, 
THE CH ATRIAN : Whether the producer gets his cost 


of production back or not. 

MR... COTTLE: Well I do not say “whether” at all. 
It is to determine a price that will insure the supply, 
presumably if the producer does not get enough money he will 
stop producing milk. 

MAJOR LIPSSTT: It means to get him a rate of return 
which will keep him in business. 

MR. CUTTL2: They did not get down to facts. 


The test is whether or not the milk comes in. 


MAJOR LIPS&TT: IT see. 

MR. FRAWL2Y: Comes from the cow, you mean? 

THE CHATRMAN: Comes into the city for the baby. 
MAJOR LIPSETT? &k suppose the cow might be called 


a public utility too? 


MR. FRAWLEY: Yes, end the wagon probably. We 
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have a lot of public utilities running sround the streets. 
MAJOR LIPSSTT: I was just wondering whether 

this principle of guarantee; or more or less guaranteeing, 
the rate of return was or could be applied to the milk 
industry at all, having regard to the very divergent circum- 
stances of different farmers. 

MR. FRAWLEY: Yes, milk is a sort of 1934 model 
public utility. You are quite right, in a publie utility you 
guarantee a rate of return. Well I have watched the milk 
problems of this province and we have it in Manitoba too; 
that is where we got the idea ---- 

THE CHATAMAN: It is just a question whether or 


HOt ibys wot 4a misnomer 


MR. FR'WIBY: Yes. 
THS CH ALRMAN : That it is not just a public 


utility at all, without criticizing it, it is for the good 
of the consuming public, but it has been found necessary 
to do something arbitrarily which is something quite between 


free competition and public utilities. 


MR, FRAWLEY® Yes. 
THE CHATRMAN : Something apart. 
MR; FRAWLSY: Yes, getting back to the situation 


which brought about this Government intervention in the milk 
business, the farmers were dissatisfied with the prices which 
they were getting from the distributors, amd they, all of 

them, a lot of phan. too many of them, began distributing their 
own milk and comine into the cities thinking they might get 

en additional profit which comes from distributing as well as 
from producing and that went on until there actually came a 


question of a threat to the continuity of the supply in the 


: : a F 
x Pe ae a c " 
: = = ie 2 F 208 4 
$ a = : uy 3 ; i ie = 
) : ; 1 ; ro ; 
eo = ee 2 : : ri ‘ 4 Ze 2 a aS te 
‘ : - Z Fh 2 : is ” 2 é Tyee a rs - i i Be as ce 
| | : 2 ie , a ~ : aS 3 — 
os : : . ‘aie a ag Pre = Bsgh rey = 5. : ae 
| | | Ls 2 ‘ = ; . J - = > vor Le 2 
: | 2: . ; = at 
z 5 7 - a fe +. 3 e- oF ks et 74, pc 
- ; , : f ; : rs 87 Iss % ea ' ae i 
é : : re . nl oh re ae . ar ~ : 
’ e ! keene : as S Ss - = : ; 
. FS as Yar ial . : hed oe Ss . 
,, : , ‘ “ Re —p3 ie | ¢ x ; 
as a : re : 4 = : Pen 4 » 2 : aa : = : 
oe ; . ~ ie pe 4 ; vi as om x #3 
= 4 <i wal : : 
a = a . “ wi 4 ti : bake = , 
© : 5 = « 7 ; : | | ; 
: | | : : sew 3 test 
E = : 5 . 4 wa E 3 he 
; : - a Co y : : . cr 
a on ’ : : ; 2 
| | | | | : of J . - rye 
= ae a = r - 4 a aT - : ie 
| ; ‘ : on ne 4 *~ = ne =! 7 
~t-d : ne ; s ; : : . 
: ~~ 7 = a s 3 : E. 
; at 52 = 3 7 ie 
i - = ih Eoin = e E ‘ a r ‘ : : 
ae _ = asl . . as : ; ae : > = 
ae sya ce > ty ; eae = ay = : | ‘ : 
es Se = ; = | | 
7 e an o : oan 3 : at = = - S + 
re * z S coe ote) bi ; _ . : | | 
S sie sees * as = : : ~ E 
: = : 7 Se : ; : e : j : ; 
Bes. = ae : S ? : | 
= aad a SUN : : 3 | 7 
a = -_- ers a = a : 3 = 
Ee ef % ‘ - : S - “3 
= es = Been - S : * = : = : 
Ps = : 3 z Pa rid P rae, 
= Ba vee ea * 
me we 3 ae (ise a we ja - i | ; 
Pp wal P = te = & Be 2 - aF : <i ; 
. ; 2 : : 
me ae res = ay 2 “ | | eS 
om pasa =f ; x ; e . 
Rees ? : ce 4 “> - : ; i : = 
te 3 os Cae : . rs a : ) Kes 
» : | : = : 7 eg . . 
: os = ‘ ai ice <r ; ; ee ; 
nos eR =e 5 2s = S : a ; E. : ie 
Se ve hie —— = : ie c : 5 , | | 
ST we eS r re % s mh | 
x ie - 2 x * ia eke - ra ‘ 
. “— a 7 ‘i 3 . : 
“ P, 25 “3 : z : | 3 
3 =. < > ct “ aes : 
+ = - “= 3 7H = ; i 
: : = } ae 
ey 
ta 


Jefie (Frawley, Ku. -17 ,994- 


already established dairy plants and e sufficient complaint 
was made to the Government at that time that it was felt 

thet some intervention ought to be made and it probably is 
not at all a proper public utility control at all. 

TH: CH/ IRMAN: A matter of public health. 

MR. NOLAN: I cannot put my finger on it but 
Dr. Frey told us of the growth of some of these semi-pubic 
utility bodies that were to insure a source of supply 4s 
the necessities of life. 

MR. FPRAWLEY: He mentioned that. 

THE CHATHMAN: I asked him about milk in New York 
you remember. 

MR. FRAWLAY: Yes, and he said that was done to 
HOA ee continuity of supply. 


TH: CHAIRMAN Does that cover your list? 


os 


MR, FRAWL3Y: There is just one more in which I 
think you might be interested as to what has been done in 
Manitoba. It is a little interesting, it is rather interesting. 
In 1938 in this year a Statute 
was passed, Statute 90 of the Statutes of Manitoba, 1939; 
it was an Act to amend the Municipal Act. A new section, 
quite a erie ts section, section 425 (a). This section was 
added, 425 (a), was added to the Municipal act which is 
Chapter 57 of the Statutes of Manitoba, 1935. Now that new 
section was added to provide that: 
"zny Municipal Corporation, including the Cities of 
"Winnipeg and St. Boniface, may pass by-laws: 
"(a) to provide for the carrying on of the business of 
'thuying gasoline and petroleum products and of selling 


“the same, such selling to be for cash and within the 
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"Timits of the municipality.” 

And then all the others are sub- 
servient to thst principel section. 

Now that completes the list of 
Statutes and just to bring my discussion back, that completes 
my discussion of these other matters and then I was down to 
my OWn submission as to the appointment of a Board in this 
Province and thet was where I was when you interrupted me 
and perhaps we might adjourn now for a short time. 
TH: CHAT RMAN: Yes, now Mr. Frawley, subject 
to what Counsel may say now, we propose to adjourn now for 
am half an hour and sit again until, resume our sittings at 
a quarter past four and continue until six o'clock and then 
POvOurn anv. G.otclock tonight, 
MR. FRAWLEY: Yes. 
THE CHATRVAN : And proceed so long as we reasonably 
can tonight to insure our finishing tomorrow. 
MR. FRAWLEY: Yes, as the one being perhaps as 
much interested as any one, that is quite satisfactory to me. 
MR. NOLAN: guite satisfactory. 
THE CHAIRMAN: All right gentlemen, a@ quarter 


past four. 
(The Inquiry was here adjourned and resumed OG AG Le Sela. 


MR. FRAWLEY: Mr. Chairman, I omitted oneof 

the regulatory Statutes and I would like to please add the 
British Columbia Statute, it is the Goal and Petroleum 
Products Control Board act and it is Chapter 8 of the Statutes 


of British Columbia, 1937. 
THe CHATRMAN: Now that is the Act that is beilfg 
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questioncd at the moment? 

MR. . FRAWLEY: And I will give you the reference 
so thet you can put it right down with that, it is the Home 
Oils Distributors Limited versus the Attorney General for 
British Columbia et' al, 1939, 2 Weste:n Weekly Reports, 
Page 418, and thet is the judgment of the court of 4ppesl, 
Martin Chief Justice, usquarrie and Sloan and that was 

the one which decided in favor of the validity of the 
Statute on the 9th of June, 1939, end which has been appealed 
to the Supreme Court of Canada and has been argued and is 

now standing for judgment. 

THE CHAIRMAN: Oh, an appealwas taken to the 
Supreme Courtof Canada. 

MR. FRAWL2Y: Yes, and not to the Privy Council 


and it was argued quite some time ago, 


MR. NOLAN: In October. 
MR. FRAWLZY: In October. 
THE CHAT RMAN: An unanimous judgment or a dissent- 


ing jujigment? 
MR.. FRAWLEY: No, just a second, there was a judg- 
ment by the Chie f Justice, an oral judgment, a short one, 
Mr. Justice Martin's oral judgement is here on Page 419. Then 
his written judgement, very short, is on page 420. Then 
Mr. Justice McQuarrie wrote a judgment, quite a long judgment 
of ‘Mr. Justice Mcwuarrie's and ie, Justice Sloan wrote a jw er 
ment too, quite a lengthy judgment. 
The Chief Justice's judgment is 

very short. He says Prise tty he says: 

"In this appeal, which raises questions of exceptional 


“importance and difficulty, necessitating prolonged 
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"consideration, we have reached the unanimous conclusion, 
"not, we may say, without hesitation ceused by the 
"admirable argument presented by Senator Farris, that 
"the appeal should be allowed, for reasons to be handed 
"down as soon as possible supporting our opinion that, 
Min brief, the impugned legislation is in "pith and 
"substance?....an Act to regulete particuler businesses 
"entirely within the province, and it is therefore intra 
tvires of the province™," 
and quoting Shannon verSis Lower Mainland Dairy Products Board, 
which I gave you this morning and, then he says, that is the 
substance of what he said orally and then he wrote a very 
brief judgment on the 16th of June and referred to Mr. Sloan's 
judgment and said he was in substantial agreement therewith. 
The other two judges wrote lengthy judgments, 

Now I wes then, Woe I interruptad 
myself and retraced my steps, Il had been endeavoring to say 
thet 1%t could be concluded from Dr. Frey's evidence that he 
sees a place for the establishment of a Board with now ene. f 
Es, Betiee powers , with powers of some intervention, first of 
Fits 4 ann ai eagipe instances thet he mentioned and then he 
says that he sees a place for indwstrial cushioning, Cr tevin 
some, of having something interposed between the consumer 
and the Industry itself for both the good of the consumer 
and the Industry but I now would like to be.more concrete and 
to inject what applies to our own Industry, wovld be the 
advantage of such a Board and I sey the first advantage would 
be to consolidate the various existing agencies now functioning 
separately with respect to various aspects of the petro leum,. 


+ } ¢. } il 1m o i t | ; 
industry and I cite first the Conservation Board. I cite| | , 


* 


secondly the vil and Gas WellsAct and it was just there 
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thet you asked me for the reference, ilr. Chairman; the 

Oil end Gas Wells Act is Chapter 46 of the Statutes of 
Alberte, 1931 and that is a very brief Statute which is 
almost wholly a giving of powers to the Lieutenant Governor 
in Council to make reguletions and there are a great variety 


of regulations down to the letter @, 


THs CHAIRMAN: Departmentel administration, is 
it? 
MR.. FRAWLEY: It is Departmental administration 


until recently and now the administration has been transferred 
to the Conservation Board and the Oil and Gas Wells act now 
and the regulations made thereunder, because it is chiefly 
a matter of reguletions made thereunder, are mw administered 
by the Conservetion Board, 
MR. NOLAN: Mr. Chairman, may I draw 
Mr. Frewley’s attention to the fact that under the definitions 
in that Act, “Waste’' is defined, which is of some interest. 
MR, FRAWLEY: well *W, subsection 3," which 
is the principal section and practicelly the whole Act, 
subsection 3 says: 
“The Lieutenant Governor in Council may from time to 
"time make regulations" 
ana YN ae, or, “V" rather is: 
"Providing for the capping of or otherwise closing in 


"of wells for the purpose of preventing waste". 


"(w) generally to conserve ges and oil, or to prevent 
- waste or improvident disposition thereof, to prevent 
the production and disposal of natural gas or oil 


“4 in any manner likely to threaten the common reservoirs 
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thereof with premature exhaustion, or to compel 


v the drilling for and the marketing of gas and oil 


" in accordance with the most epproved practices; 

ae to require the cleaning out or deépening, or both, 
eu of any wells; and to control the production, 

vi transmission, distribution, sele, disposal and 


consumption of all natural gas or oil produced in 

as Alberta." 

You say there is a definition 
in the Statute of "waste"? 
MR. NOLAN: No. in the reguletions. 
MR. FRAWLEY: Oh, in the regulations, oh, yes, 
there is a long definition as there was in the old Conservation 
Act which has now been repealed and it probably had its origin 
about the same time, that is now gone. 
| Now that is the next thing, the 

next Statute is the Fuel Oil Licensing Act and that is now : 
administered by the Minister of Trede and Industry and both 
the Statutes and the Reguletions thereunder are in the Exhibit 
%683" and indeed they are also in the convenient book which 
Mr. Nolan has given you. 
THE CHAIRMAN: And you say the administration 
is with the et 
MR. FRAWLEY: The Minister is the Minister of 
Trade and Industry. 
THR CH ATRIMAN: Peis Yes, and the Minister in the case 
of the oil Peas has act, he was too, originally. 
MR. FRAWLEY: No, it is the Lieutenant Governor 
in Council there but the Minister of Lands and Mines is also 


referred to in the Statute and kefore it was transferred to the 
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Conservation Act, it was administered in the Depertment of 
Lands and Mines and that is: probably whet you want. It was 
in one of the Branches of the Department of Lands and Mines 
known as the Petroleum and Natural Gas Division of that 
Department and the Fuel Oil Licensing actis a very comprehen- 
Sive Act which requires the licensing of all persons engaged 
in the wholesale, dealing in fuel oil, wholesale and retail 
dealing in fuel oil, to be registered under this Statute. 
"Fuel O11" as you know is defined, and which was taken from 
the Fuel Oil Tex Act and for our purposes it means all sorts 
of motor fuels. You have the advantage of having both 
Exhibit "683" and my friend's book and it is in éither one, 


all of these Exhibits are in either one. 


& CHAIRMAN: Yes. 
MR. FRAWLEY: Then there is the Tradesand aindustry 


Act which also appears in my friend's book. 

Now that applies to all, the 
Department of Trede and Industry 4ct, I had better give you 
the reference to it, it is Chapter 33 0f the Statutes of 1934 
and my friend's copy is an office consolidation, which brings 
it up to the 3lst of March, 1938 and in that Statute there 


appears section 12, (a), passed in 1936 and that .section 


provides for the setting up of a Board to be styled a Price 
Spreuds Board, to be appointed by the Lieutenant Governor in 


Council consisting of not less than three end not more than 


five, and subsection 3 defines the duties and powers of the 
Board? 
Ge) The Board shall when so directed by the Minister 


4 and may, upon its own initiative, inguire into 


fs any matter relating to the production, manufacture, 
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" supply, distribution or sale by wholesale or 

" retail of any goods, wares or merchandise to 
"which this Act applies or may hereafter apply 
NeecCro Ime any meatier relating to. any trade or 

" industry to which this Act applies or hereafter 
Mother) wooly." 

"(4) After making any such inquiry, 
" the Board may by order fix and prescribe:- 

"(a) maximum or minimu prices, or both. at whieh 
" such goods, wares or merchandise shall be 

i purchased or sold, whether by wholesale or 

4 Dy reteil: or 

"(b) maximum or minimum prices, or both, to be 


4 charged for services rendered or work done 


it in any of the trades to which this Act applies 
" or shall hereafter apply;" 


and so on. 

The power to summon witnesses, 
the same power as is given the Commissioners pursuant to 
the provisions of the ™ublic Inquiries Act, and then setting 
out penalties for violation. 

The Trade applies to, for the 
purposes of this Act, “Trade” means, yes, “Trade means any 
trade, business or industry carried on in the province 
and any branch or class thereof.” 

So I think that undoubtedly that 
that is another piece of provincial legislation which should 
be brought to function with respect to the petroleum industry. 


MATOR LIPSSIT: Does not tnat function with 


respect to the petroleum industry at present.? 
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MR. FRAWLEY: Yes, it functions. I would say 

it is not functioning with respect to the petroleum industry 
but it probably is capable of being made to function against 
the petroleum industry or in the petroleum industry at any 
time. I am listing the various existing agencies row 
functioning with respect to the various aspects. 

MAJOR LIPS&TTs: You think then, with reference to 
this particuler Board that there should be a power, so far as 
the gas and oil industry is concerned, that the powers should 

be transferred to your new Board and thet with respect to all 

other matters it should carry on under its present constitutions 

MR. FRAWLEY: Yes, that is the point. exactly. 

I say that the Board that I am suggesting should be the only 
Board that functions with respect to the petroleum industry. 

MATION LEPSETT: Then you would really have two 
Boards functioning under this particular Act, one dealing 

with petroleum and the other dealing with all other aspects 

oP the Teade end Industry -2--- 

MR. FRAWLEY: No, I would not have this Act have 

anything to do with the price of gasoline or petroleum products. 

Tf there are to be any such powers given to anyone it should 
te given to the Goerd or Commission which f am now proposing 
should be set up. 

MAJOR LIPSSTT: Yes, but I thought your suggestion 


was that the powers in this particular Act ---~ 


MR. FRAWLEY: You mean the Trades and Industries 


Act? 


MAJOR LIES &TT: Yes, insofar as they relate to 


petroleum products, should be turned over to the new Board you 


suggest. 
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MR. FRAWLSY: : Oh, DP do not-need to po thet far 
at the moment. I am simply seying this should e11l be consolid- 
ated, I want to take that out of there, I want to eliminate 
the petroleum industry trom that you ses and that: is all £ 
mean, I want to consolidate what is now at the moment, at 

the moment this is the situation, that Price Spreads eae 

can commence to make some investigation into the price of 
gasoline in Alberta, the Oil and Gas Wells Act which now has 
to do with the drilling of wells, the Conservation Act has 

to do with the conservetion of oil and gas; the Depertment 
of Trade and Industry now has to do with the licensing of 
wholesale and retail outlets and refineries and so on. 

Now I say thet being all, have 

all these under the one tent and have all these powers discharg- 
ed by the one Board that I am suggesting should be set up. 
MAJOR LIPSETT: That is what I am asking, all the 
powers in this Act which relate to petroleum products should 
be transferred to this new Board. 
MR. FR&WLEY: Yes, but this is something new. 
We are starting new. I do not want to commit myself to this 
Price Spreads Board as such, these particular powers, take 
those and approve of those and put those into the new Board's 

power. teem just pointing out. thet there is a diffusion of 
effort now. In a few minutes I will suggest the powers this 
Board should have and I will be coming to something like that 
but I am saying, just take 12 (a) of the Trades and Industries 
Act and put it into the new Act. 


MAJOR LIPSSTT: it ee) 


MR. FRAWLEY: Then there is something else which 


I think is worthwhile mentioning. Mr, LeSueur mentioned it ie 


and that is the informal activities of Mr. Cottle and myself 
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during the past three or four years where we have endeavored 
with more or less success to act as liason officers between 
the Alberta Government and the various branches of the Petroleum 
Industry, We have no power at all of any kind and Mr. LeSueur 
seemed to think that that was saething to commend it, but 
that is worthwhile noting down with these other things, the 
informal activities of Mir. Cottle and myself discharging the 
duties of liason acfficers between the Government and the 
Industry. 

Now there may be other Government 
Agencies set up under Statutory euthority that may be function- 
ing With respect to the Petroleum Industry that I think coulé 
better be functioning, could better function if they functioned 
under the one roof. 

Now something was said some time 
ago with respect to pipe line control, which is now presently 
discharged by the Public Utilities Board and I think I should 
say sonething about that. 

In myrespectful submission it 
would serve no purpose, and it might only cause confusion, 
to endeavor to bring that particular kind of control under 
the aegis of the Commission which I am suggesting should now 
be set up because then you would have this new Board, which 
I am suggesting, taking a part of the Public Utility Board's 
work without e811 the powers of the Public Vtility Board 
and apparently this Regulatory Board, without any Public 
Utility function, and I think that would not work out. I 
only deal with it because it was suggested and I think that 
the control of the Val ley Pipe Line Company Limited which 
operates the pipe line, that that might very well be left with 
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this Public Utilities Board, 

THS CHA TRAN: Now I wonder, I mean, I ask you 

to pause only to query it. 

MR. FRAWLSY: Yes. 

THU CHAIRMAN: Have we not had an instance quite 
recently when the Board, without knowledge aud interest perhaps 
of the whole Oil Industry, where it might not be as workable 
as a Board that was concerned with the Oil Industry in all its 
phases, which certsinly includes the transportation of Ody 

we know of an order made by a Board some months ago that 
apparently has not done the slightest thing to carry out or 
see that it is carried out, see that its orders are carried 


out when they declare such an order. 


MR. FRAWLEY: That is true amd we have to face 
that. 
THE CHAIRMAN: We have a very striking instance 


of the failure of a Board to follow it up, no doubt because of 
many other duties and activities and many other problems 
concerning it, which hes given rise to great doubt in my mird; 
if you are right now in the view that there should be a Board 
at all that will concern itself with the Oil Industry as suoh 
in this province and when I say, "Oil Industry" I include the 
consumers who are concerned with oil, I ask myself, should 

it not also be concerned with the questions having to do with 
eee and what are the practical difficulties of 
giving such a Board all of the powers now enjoyed by the 
Public Utilities Board, that Board having contributed an 
instence of not seemingly to be concerned about whether its 


orders were cerried out or not. 


WR. FRAWLSY: Yes, Mes \oasirman, T).am ene 
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difficulty there. Mr. Plotkins brought to the attention 

of the Commission what you have just stated and we have haé 
no reply at all or explanation from the Public UUPLitTy 

tne Valley Pipe Line Company, one of lir. Nolan's clients. 
Now I do not mean to sey that Mr. Nolan was required to make 
any explanation before the Commission at all but after all 
it does involve a criticism of the failure of the present 
Public Utilities Board to not enforce that order and there 
may be, I just hesitate --- 

THU CHAT RAMAN: It is only er interest “iis va 
touches upon the power that should be given to the Board that 
you are now suggesting should be set up, if We thought there 


should be a Board at all. 


MR. FRAWL&Y: Ves. 

THE CH ATRMAN: That is why it is germane at the 
moment. 

MR. FRAWLY: What you say is, if the present 


Public Utilities Board had all the other powers which I am 
suggesting should be given to this Regulatory Body, you think 
there would be,-¥Our suggestion there would be that there 
would more likely be an edequate enforcement of these orders 
and a better understanding of all that is involved in the 
PARR ss dn Me Balla Glog Sie Tester 

TH: CHAIRMAN: Yes, 1 say the Public Utilities 
Board thet is charged with innumerable other duties might 


not be as able an agency for dealing with problems of 


Board that was concerned with not 


transportation of oil as 4 


another single thing except oil problems. 


MR. FRAWLEY: Well now, that is true, that is 


one side of it and that cannot be gainsayed. 
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THE CHAIRMAN: | And I see no practical difficulty 
about it, in giving to it every conceivable power that any 
Utilities Board ever had. 

MR. FRAWLEY: Yes. Well now in fairness, 

Mr. Chairman, is this not the other side of that and I am 


not unduly stressing it --- 


THE CH ATRIMAN : That may be quite unsound, 
MR. FRAWLSY: The other side as we have it --- 
TH: CHAIRMAN: We are a long way from having 


decided that there should be any Board at all but just assuming- 


MR. FRAWLAY: Yes. 
TH CHATRMAN: That we accept your submission. 
Ma. FRAWDaY: The other side of the picture is 


this, the Public Utilities Board is presumed to be, perhaps 

to have specialized knowledge in the administration and 
Coriroro, eaotic utilities and all that perteins to thet, 

be it a pipe line company, telephone company, a street car 
system or @ gas company; their specialized knowelcdge runs 
mouse une Line of “public utility control, shey should know, 
whether it is oil or gas or telephones, they should know all 
about the proper sort of orders to make to regulate public 
utilities and the enforcement seems to me, Mr. Chairman, as 
pretty much a matter of policing the order, having the order, 
handing the order to the Sheriff and saying, “Here, enforce 
Orr order's There are meny sections in the Public Utilities 
act for the purpose of having the order, for the purpose of 
assisting and what I am trying to say, for the purpose of 
Seeing to it) that its orders are enforced. 

TH CHAIRMAN: Yes. idonot want to stress that 


unduly although it is quite striking but I do not want to stress 
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that unduly, my thought is thet if you are right in the 

view that there should be a Board, I take it that the suggestion 
Will be that the Board should concern itself with all phases 
of the Industry. 

MR. FRAWL2Y: Yés. 

THE CHAIRMAN: with matters of production, 
matters of refining and matters of marketing? 

MR. HFRAWLSY: Yes. 

THE CHAIRMAN: Now there seems, it would seem 
that you ere injecting into the activities of that Bo dy 
something connected with refining, namely the transportation 
of the oil when produced to the refinery, and then you are 
suggesting the doing of that which makes for a lack af 
harmony, namely, ycu are having an intervening Body concern- 
ing itself with an essential link between the producer and 

the refinery. 

MR. FRAWLSY: Yec, there is that. 

THE CHAIRMAN: And I suggest that while the 
Utilities Board is deemed to have knowledge with regard to 
Utility matters, that in dealing with a pipe line matter 

it may indeed be that one should have a specialized knowledge 
in connection with this Industry that I would no t hope that 
any Utilities Board would get over-night. 

MR. FRAWLSY: Yes, that is certainly so. 
THE CH ATRMAN : After studying these problems 
to the extent which I have been able to do for a year and a 


half, I speak quite feelingly about that. 


MR. FRAWLEY: That is the other side of 1% and 


there is great force certainly in what you say, that certainly 


is so but the other side of it that appealed to me was that as 
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a Public Utility, all Public Utilities should mot be, 

should not be, should be taken; shoulda be left with the 
Public Utilities Board because I presume that one might 

say that if we had, what shall I say, a telephone Commission, 
Wé might teke the telephones out and say, "Well now, a 
telephone Commission of some sort would be better able to 
deal with the telephone utility ss there is just a question 
of the two points of view. 

THE CHAIRMAN: it suppose your Price Spreads 
Board is not very far from an encroachment upon utility work 
However, I see no value in names, if the Public Utilities 
Board, functioning as such, could properly control and 
regulate and assist this pipe line company, certainly any 
other Body with any other name that has equal powers, could 
likewise do it. 

MR. FRAWLSY: that is quite true. 

THE CH ALRIAAN : And I do not see the sligntest 
disadvantage in their having a specialized knowledge of the 
whole indsutry in the doing of that which the Public Utilities 
Board is now charged with doing. That is the view which I 
personally have and subject always, of course, to what you 
say and to whet others may say afterwards. 

MR. FRAWLEY: YeSe 


MAJOR LIPSETT: Let me put this pointof view to 


you, Mr. Frawley, also, if this Board is to be of any real 


value would it not have to deel with monopolies that would 
crush out all competition? 
MR. FRAWL3Y: Yes. 


MATOR BILPSETTs And suppose the method of crushing 
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out a competitor was by the assistance of the pipe line company, 
should this Board be able to say, "Well, we just cannot deal 
with it now. We find a monopoly but we are helpless", and 

then you find on, the other hand that notwithstanding the 
recomme..dations. of this Commission and the orders of the-Public 
Utilities Board, that they are ineffective in. carrying out 

the order which would prevent the driving out of a competitor 


by means of the pipe line. 


( Go to Page 18,011 } 
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MR. FRAWLSY: Well there is force 


in what you sey. The Petroleum Commission, to give it 

that name for the moment, would have at its finger-tips 

and under its control and subject to its regulation all 

the verious units in the industry, one of which would be, 
diréecettly or indirectly; pipe lines. 

THE CHAIRMAN: Do not forget we have 
heard, at least I have acquired, I was going to say knowledge, 
at least a suggestion from some source and I think in this 
evidence, that it has become a very serious matter in the 
United States, this control of transportation as a means 

of desling with competitors, and there has been a movement 
to see that these pipe line companies are divoreed. 

MR. FRAWLEY: Quite. Thers is quite 

a strong movement to that effect. 

THE CHAIRMAN: Then if that be so, 
Surely you do not want a body that doss not know anything 
about the industry at all in complete and sole charge of 
the pipe line? It could make nugatory any special 

purpose desired by the body that is supposed to have 
control in connection with the petroleum industry, assuming 
again always it is wise to set up any such board. 

MR. FRASLAY: Well this Commission, 
you might say, created the jurisdiction of the Public 
Utility control over the pipe line. 

THE CHALRMAN: And I have not the slightest 
desire to recant what we did. Iam just saying if your 
argument should be accepted that a board be set up whicn 
Concerns itself with the petroleum industry as a whole in 
this Provinee, then I say if that is adopted you have not 


got it as a whole if you leave out one link, namely trans- 
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portation, which has a most powerful influence on the 
rest. 

Mio its) eas Yes, it is a separation. 
Now I have something else that this Commission can do, 

and I think it is a very good one, at least a great deal 
of good might come from it, and that is that this board 
will be able to resolve the doubts and fears of all those 
engaged in the industry respecting the €ombines Investi- 
gation Act and the Criminal Code, Section 498. 

THE CHATRMAN: I just want to he elear 


t the duties insofar 


er 
may 
sa) 


on your argument. You are saying 
as they relate to petroleum thet the various bodies under 


these various Acts should come under the board you are 


Suggesting? 
MA. FRALEY 4 | Yes. 
TH CHAI RMAN: And you are turning 


your ming now to the reasons why there should be sweh 

a board. 

Lins” FRAWLEY Yes, to something 
else. First, it was to consolidate these various 
ageneies,and secondly, to resolve the coudts and fears 
of the industry with resect to combines. Now I want 

to give you a reference to tho Combines Investigation 
Set. You will find that Statuto, Chapter 26 of the 
Revised Statutes of Canada of 1927. 

THE CHS IRMA N: The Combines Investi- 
gation Act, has that been tested in the Court? 

MR. FRAN LY: It has been the subject 
of considerable litigation. That was in the Proprietary 
Articles ease, snd it was found to be valida legislation. 


I am speaking nov very much offhand. ‘/hen you say tested 
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as to whether it is properly within Provincial or 
Dominion jurisdiction constitutionally? 

THE CHAIRMAN: Yese 

Ma. NOLAN: I do not know whether 
it was ever tested as an Act. I have never heard any 
doubt raised..... 

THE CHAIRMAN: There was no doubt 
raised ebout tho Lemieux Act for about twenty odd years 
and it was found to be bad. I was wondering if this 


had ever come up for decision, do you know Mr. Macleod? 


MR. MACLEOD: I do not remember of 
ie 
Ma. FRAWLEY; Now just so to have 


this down. It is Chapter 26 of the Revised Statutes of 

Canada, 1927. And you must put down right beside that 
the amending Act. There were two amendments. I will 

give you both of them, the two amending Acts. 1935, 

Chapter 54, and 1937, Chapter 23. 

MR. MACLEOD: The law with regard 

to combines was questioned in the references yon remember, 


to the Bennett Legislation. 


MR. FRA’ LY: Yes, I have a reference 
to that. 

THE CHAIRMAN: You have a reference? 
MR. FRA LLY: Yes. There are two 


amending Statutes to the Combines Act, 1935 Chapter 54 and 
1937 Chapter’23. The important one is the Statute of 1935, 
because that introduced a completely new definition of 
combines. I say completely new «-ceee 

THE CHAIR MBI: “jnat decision was 


that in which a distinetion was drawn between - was that 
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one by Chief Justice Duff, being that which was within 
its nature criminal law and that which the Dominion, to 
give itself jurisdiction over a Provincial matter, declared 
it to be criminal law. 
MR. FRALEY: That is the Reeiprocal 
Insurance case. YeSe 
THE OA Is MAL: The €riminal Code case 
went to the Privy Couneil? 
MR. MACLEOD: Yes, that was one of 
Wie AGtUs rererred in 1935 wasn't it? One of the five 
Acts? 
WR. FRA‘NL&Y: The Reciprocal Insurance 
ease is 41 Canadian Criminal Cases, page 336. Now the 
Combines Investigation Act, the form of which is very 
simple, it is largely a procedurel Aét indicating how and 
under What @eircumstances and by wieat means complaints 
are received and invostigations of combines are mado. 
It is the penalty section, that is Section 32. It 
simply provides:- 
B Bveryons is guilty of an indictable offence 
Nond liable to a penalty not exceeding ten thousand 
"dollars or to two years’ imprisonment, or if a 
"eorporation to a penalty not exceeding twenty- 
"five thousand dollars, who is a party ao privy to 
"or knowingly assists in the formetion or operation 


"of a combine within the meaning of this Act, " 


& combine now, the 
present definition - the old one was repealed and the 


present dofinition is in the 1935 Statutes, Chapter 54. 
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"tCombine' means a combination having relation 


"to any commodity which may be the subject of 


"trade or commerce, of two or more persons by 


"way of actual or tacit contrect, agreement or 


"arrangement having or designed to have the 


“effect of 


W 


YW 


Tt 


ag 


" 


(a) limiting facilities for transporting, 


producing, manufacturing, supplying, storing 


or doaling, or 

(bo) preventing, limiting or lessening manu- 
faeturse or production, or 

(c) fixing a common price or a resale price, 

or a common rental, or a common ccst of 

stcrage or transportation, or 

(d) enhancing the price, rental or cost of 
artiele, rental, storage or transportation, 

or 

(e) preventing or lessening competition in, 

or substantially controlling within any parti- 
cular area or district or generally, production, 
manufacture, purchase, barter, sale, storage, 
transportation, insurance or supply, or 

(f) otherwise restraining or injuring trade or 
commerce, or q merger, trust or monopoly, which 
combination, morger, trust or monopoly has 
operated or is likely to operate to the detri- 
ment or against the interest of the public, 


whether consumers, producers or others. 


Now that is the logis- 


lation and then I want to give you a reference to the 


Criminal Code and then give you some of the cases wich 
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have been contested under the legislation. The Criminal 

Code is Section 498 and 498(a). Seetion 498 is the 

well-known section that makes it an offence to conspire, 

agrees or arrange With any other person, or with any railway, 
steamship, sveamboat or trauasportation compa ny..... 

THE CHAIRMAN: ixcuse me, Mr. Frawley, 

Mr.Fisher, Mr. Frawley is going to take some time and we 


do not want to needlessly keep you here. 


MR. FISHER: It does not matter. 
THs CHSTRMAN: Unless you want to 


stay anyway. You said something about sddressing this 

Board and we ere very glad to hear youe 1 just wondered 

if we could settic now when you would come and be heard. 
“ould it suit you immedistely after Mr.fFrewley is through? 
WR. FISHHR: Any time thet is 
aveilable, tonight or tomorrow, it does not matter. 

THE CHA IRMA WN: If that is so that 

will me@n probably the first thing tomorrom morning. 

MR. FRAVLEY: | Yas, dopending on 

how quickly I get through what I have to say. There is 

just a possibility of getting through. 

THE CHAIRMAN: That you won't be 

through tonight? 

Mr. FRALEY: No, Il certainly will 

be through if we are sitting tonight, but I thought 

there was a possibility of being through before six o'clock: 
Probably not. ‘If I finish by six did you have in mind 
sitting tonight to hear ii. Nolan, Mr. Harvie, Mr. Macleod 
and any others who wish to reply? 

THE CHA IRMAN: Not if you finish, because 


ZI assume thet we could finish tomorrow, if you are finished 


<>) 
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tonight. You have no doubt about thet, Gentlemen? 


MR.NOLAI s None at all. 
WR. HARVIE: No. 
THE CHA IRMAN: Then, Mr.Fisher, we 


may take it you follow Mr. Frawley. 
MR. FRAWLEY: Section 498 is the 
section which makes it an offence to conspire:- 


"(qa) to undily limit the facilities for trans- 


e porting, producing, manufacturing, supplying, 
storing or dealing in any article or commodity 
u which may be a subject of trace of commerce; 

W or 


"(b) to restrain or injure trade or commerce in 
u relation to any such article or commodity; 


HE ox 


"(e) to unduly prevent, limit, or lessen the manu- 


7° facture or production, of any such artiele 
¥ or commodity, or to unreasonably enhance the 
* price thereof; or 


"(q@) to unduly prevent or lessen competition in the 


LL production, manufacture, purchase, barter, ssle, 

u transportation or supply of any such article 

a or commodity, or in the prices of insuramee upon 

i person or property. n 
r The t is what Section 498 


says. Then Section 498(a), the new section passed in 


1935 « 
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"498(a) (1) Svery person engaged in trede or commerce 


x or industry is guilty of an indictable offoanece 
q and liable to a penalty not exceeding one thousand 
i Gollars or to one month's imprisonment, or,if a 


y corporstion, to a penatty not exceeding five 
thouse nd dollars, who 


"(a) is a party or privy to, or assists in, any trans- 


y action of sale which discziminates, to his knowledges, 
n against competitors of the purchaser in that any 

y discount, rebate or allowance is granted to the 

uw purchaser over and above any discount, rebate or 

As allowances available at the time of such transaction 
u to the aforesaid competitors in respect of a sale 

m of goods of like guality and quantity; 

” The provisions of this paragraph shall 

u not, however, prevent a co-operstive society 

WU returning to produeers or consumers, or @ co- 

, operstive wholesale society returning to its 

u constituent retail menbers, the whole or any 

4 part of the net surplus gade in its trading 

" operctions in proportion to purchases made from 

u or sales to the society. 


"(b) ergages in a policy of selling goods in any area 
u of Ganada at prices lower than those exacted by 
i such seller elsewhere in Canada, for the purpose 
n of destroying competition or elimim ting a 


iu competitor in such part of Canada; 


"(e¢) engages in a policy of selling goods at prices 
u unressonably lov for the purpose of destroying 


i competition or eliminating s competitor. 1 
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THR CHAIRIAN: That section vas passed 
when? 

MR. FRALEY: in L7gan) Fichas snaver 


been the subject of any judicial interpretation except 
it has been declared to be constitutionally valid of the 


Parliament of Cansda, by the Privy Couneil. 


MR. NOLAN: Upon reference. 

MRe FRALEY: Yes. 

THE CHAIRMAL: Ané that reference iSecce. 
MR. FRALEY: That reference is»... 

MR. MACL#OD: The Farmers' Creditors 


Arrangement Act? 
MR. FRAWL BY: | It should be right here. 
ecm oere ft is. It is in re Section 498(a), 1936, Supreme 
Court Reports. But I will give you the Privy Council 
reference. Perhaps that is what you want. 1947 Appeal 
Cases, Page 368. 

It was attacked as being 
an invasion of provincial powers, at least it was argued 
on that reference it was am invasion of provincial powers 
and the Privy Council said it was not. 
THE CHA IR MA N: It went via the Supreme 
Sourt of Ganada? 
MR. FRA'LBY: Yes, i have a reference 
there to the Supreme Court of Sanade's decision. My 
proposition is there is no reeson for the alarm which has 
been expressed to this Commission by the companies when 
they say that there are lots of things we think we twould 
Like tto do for the good of ths incustry but We are prevented — 
to out of fear of prosecution uhder this legislation. I 


say they may continue to fear and to fear, and in that way 
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never find out whether they can or note It is my respectful 
submission, supported by these authorities I wihl give to 
the Commission, that there ean be no offence for any 

number of oil companies to sit down and endeavour to work 


out somethings 


ey 


for their own good and the good of the public. 
Iwill give you the cazes. There is Rex v. Chung Chuck. 
THE CHAIR MW: I want to be clear I 
know the point upon which they are being cited. 

MR. FRAVLHY: That is that there is no 
offence unless there is publie detriment. 

PHE CHAIRMAN: And you say "well they 
have been unduly concerned sbout the condemnation of their 
acts under these sections." 

NR. FRAWLEY: Yeo. 

THH CHATRMAN : And that leads us where? 
Thrt this Board will relieve their anxiety? 

MR. FRAWLEY: Thet is rather a 
separate thing. I first put it that if there vere no 
Board at all, tha petroleum industry in Alberts could 
never be convicted under these sections for agresing to 

do something for the public good. That is my first 
proposition. Then I go further and say th-t the Board 
will resolwe...>». 

THE CHALIRMAY: Supposing they said 
{t¥is not for the public good. It is in the publie good 
that we shculé cease to carry on the cut-throat competition 
here. ‘Je are going to agree that the price from tomorrow 
on shall be so and so. tihat then? 

Mais PRAYV ie Y: I would put it to you 
under what section do they fear conviction? 


THE CHAIRMAN: ‘ You would feel they were 
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MR. FRAWLEY: Yes. I go further, 


I have some Quebec decisions to show the intervention of 

a board solves all that in any event. That is the point. 
WHE CHATRMAN: IT can see a real point 
Weenetieeits it leads up to that. 

MR. FRAWLEY: Yes. It is well stated 
in this note precisely what is in my mind. 

THE CHAIRMEN: Just to prove that the 
Oil industry consists of e timorous crowd would .not get us 
very far if you did not connect it up in some other way. 
MR. FRALEY: No, because we could 
never bomb them out of their lethargy. 

Ma. NOLAL: Our trouble is who is 


to judge of what is unduct 


MR. FRAWLEY: The Court. 

VR. NOLAN: what will the Court 

say? 

MR. HARVIH: That is found out 
Subsequently. 

THE CHAIRMAN: They say, aS I appreciate 


it, they say "This is ell very well in theory but you are 
not the person who is going to jail and pay the big fine. 
MR. FRALEY: No, Principal - 
used to tell us at Osgoode Hall when wo wore discussing 
what the rights of pedestrians were Crossing a street, 
and after he'was all finished he would say "I would not 
advise you to do that unless you want to lend your name 
to a famous case." 

Now this is the case 


ofof Tanguay v. laine. Unfortunetely I can only give you 
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a note on it because it is a "Quebec report and it was 


not aveilable to me in the library. (1928) 34 R. de Juz, 


444, 


THE CH& IR 


(aN : where are you finding 


MR. FRAVLUY: Volume 10 of The 


Canadian Abridgment, Page 1138. The note is:- 


vhnere the real purpose of a combination of 
persons is not to injure another, but to forward 
or defend the trade of those who enter intn tho 
combination, it is not unlawful at common law, 
and no action will lie even if damage onsues to 
another person. ‘Sorrell v. Smith (1925) A... 
700, 94 LeJ» Ch.347, 1925-30 Mews 7, applied. 
Nor is such a combination within the prohibition 
of s. 498 of The Griminal Code. Plaintiff, an 
insurance agent, sued defendants as officers 

of the Canadian Fire Underwritors' Association. 
Held, the objects of ths association not being 


unlewful, defendants were not liable. " 


Then there is an inter- 


esting judgment of Mr. Justice Ford in the Floyd case. 


Floyd ve Edmonton City Dairy. 


THis CHAIRMAN: bond Chung Chuck. 

MR. FRAVLLY: I will come to Chung 
Chuck. 

THE CHAIRMAN: Now this is Mr. Justice 
Fond . 

MR. FRAWL BY: Mr. Justice Ford in 


Floyd ve Edmonton City Dairy Limited et al. 
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THE CHAIRMN: Alone? 

VR. FRALEY: Alone. It was a 
trial. (1934) 3 “estern Weekly Reports, Page 326. 

THE CHAIRMAT: is there any volune 

in that year? 

MR. FRAULBY: VO 1OMee ais setts, 

Page 346. That was a case where it was alloged that in 
the action, that the Edmonton City Dairy and 311 other 
dairy companies in Calgery had cut off the supply of the 
Plaintiff's ice cream because she was engaged in the sale 
of double headers and that was supposed to be wrong. 

Lr. Justice Pord had to deal with that and he says in the 
part that deals with it ~She was not really able to prove 


any combination, but Mr. Justice Ford deals with it on 


the basis as if there were. 


m A proven violation of sec. 498 of the Criminal 
i Code, if it results in damage, is actionable 

" at the suit of the individual damnified; 

” and, it was assumed for the purposes of tho 

u present judgment, that a violation of said 
section if proved would bring the conspiracy 
within the rule laid down in Sorroll v. Smith 
a CUSeb eA ae e700. 94 leds, Ch.-247  fynotad 

,) infra). It was also assumed that there may be 
a Liability without proof of malice. 

W 

¥ A lessening of competition or an enhancement 

4 of price to the consumer does not in itself 

q constitute a violation of said sec. 498; such 
M lessening of competition must be undue or the 
1 enhancement of price unreasors ble before it can 


uM he said to be a violation. 
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MR. WACLWOD: The whole law on that 
matter wes, I think finally G@eclared in iedman v. Schragg. 
MR. FRALEY: “‘ledtan v. Schragg 

does not evidently appeal to Mr. Justice Fad. At least 

he does not refer to it. Mr. Justice Ford refers to 
Paradis case, a judgment by Mr, Justiee Rinfret and 

guoted by ieGillivray, J., in the judgment in Begley v. 
Imperial Bank of Canada. The quotation from the P:radis 


cass is:- 


u Conspiracy, like all other erimses, may be 
established by inference from the conduct of the 
. parties. Wo doubt the agreement between them 

i is the gist of the offence, but only in rare 
cases will it be possible to prove it by dilrect 

% evidemec. Ordinarily the evidence must proceed 
a by steps, The actusl agreement must be gathered 
" from ‘several isolatod doings' (Kenny, Outlihes 
Z of Criminal Law, 13th ed. p. 294) having possibly 
v Little or no value when taken by themselves, but 
" the besring of which one upon the other must be 

‘ interpreted; and their cumulative effect, properly 
4, estimated in the light of sill surrounding eir- 

" cumstanees, may raise a presumption of concerted 
: purpos¢ entitling the jury to find the existarce 
ue of the unlawful agreement. " 


Thet is a very basic 
statement. 
THs DAasIRMAN: what case did you 
mention, Mr. Macleod? 
Ma. MACLEOL: Wiedman va Sehrage. 


The junk case in /innipeg, perhaps you will remember. 
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THE CHS IRMAN: 


MR.WACLECD: 

Justice Anglin gave the judg 
MER. PRA LEY: 

on to say at page 329:;:- 
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Justice Ford goes 


M une effect of the decision of the House uf 

2 LOtge in Sorrell Vv. Smith, supra, is, 2 hima 

u correctly staisd in the first part of the head- 

n note (4.0.) to that case as follows:- 

» 'a combination of tyvo or more persons for the 

H purpose of injuring a man in his trade is unlaw- 

: ful and, if it results in damage to him, is 

v actionable. If the real purpose of the combination 
: is not to injure another, but to forward or defend 
i the trade of those who enter into it, then no 

u wrong is committed and no action will Lie, 

al though damage to another ensues, provided 

a the t the purpose is not effected by unlawful 

us moans." 

: Apaxs from the proviso last mentioned the question 
x for a jury is contained in the words of Lord 

4 DURGCIn. At Pet. % 

u "Tl think EI should say to a jury you must 

bt consider whether the act or acts complained of 

‘i whieh caused loss snd hurt to the plaintiff 

" were done with the purpose of injuring tne 

" plaintiff. Was. suegh @ purpose the real root 

a of the acts that grew from it, or was the true 

- motios of the ects something else, such, as 

3 for instanea, the furtherancs of the defendant's 

, WY 


own busimess." 
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And Mr. Jystice Fa a 


goes on to say:- 


x If the proper inference from the facts proved 
" is that there was an agreemont between the two 
u defendant corporations, or between either of 


: them and others, not to sell ice cream to the 

ut plaintiff, that is, if the facts proved put the 

, fact of an agreement, which of course is the gist 
0 of conspiracy, beyond mere suspicion, I agreo 

Mi that it must follow that the only reasonable 

u infererese to be then drawn would be that there 

um was an intention, at least to lessen competition 
mn and to cnhanee the price to the customer, and it 


nN would then have to bse determined whether aweh 


q lessening of competition was undue cr the enhance- 
" ment of price unreasonable, before it could be 

L Said that there had been a violation of sec. 498 

p of the Criminal Code. 

% Although tho plaintiff's statement of claim sets 


if up and is limited to a claim that the defendants 
: Nwronefully and maliciously conspired and combined", 
. I treat the case on the footing that wit hout proof 


y of malice there may be Liability. 


u It is quite clear onthe evidarce that there was 
)! nothing maliSious in the refusal by either of 
these dcfendant corporations to sell ice cream 
to the plaintiff during the short period during 


uy whieh the refusal continued. 


a It is also clear that what wwas done by these 


m defendant corporations, whieh is complained of 
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: as causing loss and damage to the plaintiff, whether 
: it was done individually or in concert with each 

au other or With enyone, was not done with any intention 
u. of injuring the plaintiff. Indeed I am not satisfiad 
iB that either of these defendants agroed with each 

: other or with others that they would cease to sell 

N ice cream to the plaintiff. The evidenee also falls 


u far short of proving tn my satisfaction that 


4 participation of thew or sither of them in any 
1 + C a . cir 
conspiracy, combination, egrceement or arrangement 


y to restrain or injure trade or commerce in relation 
“ to the sale of ice cream; or to unduly: prevent 

u or lessen competition in the sale of ice cream; 

" or to unduly prevent, limit or lessen the manu- 

" facture or production of ice cream; or to 


uy unreesonably enhance the price thereof. 


THE CHAIRMAN: Those are findings of 
fact. 
ME. FRAWLEY: Yes, I realize that, and 


I am trying to get away from thom. 


n In other words,the plaintiff has failed to bring 
MS her case within the principles enunciated in 

as Sorrell v. Smith, supra, and she has failed tos 

is prove any violation of sec. 496 of the Criminal 


W Gode of Canada. a 


THE CHa IRMAN: Well don't you think..... 
MR. FRAVLEY: He porhaps intends to 


indicate that it was an endeavour to accomplish good 
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rather than evil, whieh I think is the pointl 
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Thers certainly was no express arrangement between 
these two defendants. At the most there was on 
the part of each or them a giving-in to the 
continued insistence of a large body of their 
eustomers thet if possible the competition 

brought about by the sele of double-headers should 
be stopped. The controversy, almost amounting to 
an"ice cream war", had been going on for a 

number of years until finally each of these 
defendants decided to satisfy the many even if 


they dissatisfied the few, who by the time any 


Step was taken, had dwindled apparently to a 


minority of one, the present plaintiff. My 

view of the evidence is that, far from conspiring, 
combining, agreeing or arranging with, they were 
forced by the bulk of their customers of tho same 
class as the plaintiff to do the thing they did, 
which, though done contemporaneously, was not 
done in coneert with each other. Indeed, the 
attitude of the mansger of the dairy pool was 

to request and indeed urge Mrs. Floyd not to 
bring her business back to his compamy before 

the settloment of the controversy about the 

Sale of dcuble-hesders. Neither this company 
Hol its au terehtent woulé be advantaged by the 
sists of the sale of doubleheader cones 
because the more of them were sold the more 


of their produce would be used. 
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fiven if 1 had held that there vas a conspiracy, 
combination, agreement or arrangement, to which 
either defendant was a party,to prevent or 

lessen competition, to prevent, limit or lessen 


the mamufacturo or production of ice cream or to 


us eohanec the price thereof, the result would bo 

e the same as I am cloarly of the opinion that tho 
prevention or lessening of competition, or tho 

¢ prevention, Limitation or lessening of manu- 

Ly facturs or production, contemplated, intended 

uM ar Likely to result therefrom, was not undus 

a" within the meaning of sec. 498, and that the 

Ls enhancement of the price contemplated, intended 
% or Likely to result was not unreasonable within 
" the meaning of that section. " 

THi CHA TR MN: Surely, My Frawley, 


that is something about which anyone, and judges in parti- 
cular might differ? 

MR. FRAWLEY: Yes. 

THE CHAT 3MA N: Don't we have to face 
that, while you are on this point, who is to tske the 
chance? I must say Iand I interrupt you cnly becals 6 

I was somewhst impressed with the sineerity of the witnesses 
who appeared here and said "Now that is all very well, why 
does not the industry do something about this. But we are 
apprehensive of prosecution." I do not think it is a good 
answer to say Tyeall, go and be prosecuted". 

Me. FRALEY: And see whether you are 
right or wrong. 


THe (Ha IRMAN: Yes. You will find out. 
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True one judge might think something was undue and un- 
reasonable, and another might not. You might have good 
LUCK es Polit 1s aul right. But if not, your offieers who 
are carrying on this for the corporation can go to Jail 
and they will have proved something. Or the company can 
pay a fine and that is something." I do not think it is 
entirely trivial. And I think that lends force to your 
argument rather than minimizing it. I think your 

making the point as @ separate thing that the companies 
were unduly apprehensive has not much force becauss they 
are not on trial as to their cowardice or their bravery. 
But we see clearly that judges may differ about what is 
reasonable and unreasonable and so they have a right to 
be apprehensive, those who do not want to take risks of 
prosoecution. But this Board rolieves them of all concern 


and apprehension and then I can see the foree in your 


argument. 
MR. FRAWELWY: L have guthority for 
that proposition. But before passing from the other 


point I have been too long advising, carefully and con- 
scientiously advising prosecutions whieh I soa afterwards 
fell to the ground. Some judges disagreed with the 
view I have expressed in instructing prosecution. It is 
idle for me to say "But I am quite certain I can guarantée 
Mr. Harvie or Mr. Nolan that you can risk a prosecution 
and be successful." It would be idie for me to do that 
and run the risk of a lengthy and expensive litigation 
with the Crown with respect to whether or not a crime 

is being committed. That is something that must be borne 
in minc. 


THe CHAIRMAN: I can coneeive of some 
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marketers mesting hore and saying "Look here, we are doing 
things here that there is‘no semse to at all. We are each 
trying to beat the othef, and the only result that will 
happen is we will demoralize our activitieb!s We will 
demoralize our businesses, and in the end that is not going 
to help the public. So from tomorrow on, in unison, we will 
do this and that, end we will declare it." We can conceive 
of these people finding themselves in the Police Court. 


That would be just the starting point for them. 


(Go to Frage 18,032 }. 
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Yes, now passing to ne other point I have the author- 
ity for you of the King and Simoneau, the judgment of 
a single judge in Quebec and it is reported in L936, 
1 o-LeR. at pag2 146. Now that is the trial of an’ 
accused on a Charge of having sold milk at a price 
lower than that fixed by the commission under the 
Dairy Products: Act. 

There is just one brief 
passage which interests me. It is a very interesting 
judgment merely for the reason, amongst others, that 
he reviews very carefully all of the important de- 
Cisions. He reviews the Floyd case, he reviews the 
Weidman and Shragge cease and I can give you the cita- 
tion of that. 

THE CHATRuAN: Yes, it will save me 

getting it. 

Mr. FRAWLLY: It is 20 Canadian Criminal 
cases page 117. This is what this judge says about that 
case: 

"In Weidman V. Shregge,Fitzpatrick C. J. said ° 

"if the object of the parties is to interfere with the free 
"Neourse of trade by unduly preventing or leSsening com- 
"petition their acts are unlawful and constitute an offense". 

And he goes on; 

"Henee it follows that in the opinion of the Hon. 
"Wir. Chief Justice that the obstacles einen sone 
"ine competition be undue. Without that there 
"would be no offence. Hence in order that there 
“he an offence under s. 498 of the Gr. Code it is 
He ae ee that the restriction of trade or the 


"competition be against the public interest undue." 
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I want to read to you a 

Short paragraph, the reason for which I quoted the 
case; 

"Therefore, in order to constitute a combine 

"a criminal offence, the following are 

"necessary; (1) An agreement or contract; 

"(2) That this agreement or contract be to the 

"detriment and against the interest of the pub- 

"lio: (3) That this agreement or contract tend 

"to lessen and restrain trade or competition. 

" Hence it follows that 

"ell combines are not prohibited, but only those 

"which are to the detriment and against the in- 

"terest of the public. Combines which are in the 

"interest of the public or for its benefit and 

Nadvantage are not prohibited. Those which have 

"for their object the protection of the public 

"in general against exploitation especially are 

"ot prohibited ." 

And then he says:: 

" Besides, in order that there 

"be a combine an agreement is necessary--an agree~ 

"ment between competitors. But, under the Pairy 

"Products Act there is no agreement and especially 

"no agreement between competitors; all are on an 

“equal footing. Competitors have no interest in 

"combining to the detriment and against the in- 

"terest of the public." 

| iow that was a regulation 


made, the milk people were required to live up to a 
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regulation made by a board set up under the Dairy 
Products Act, by a commission. Now Bimilarly if by 

the reguiation of the Commission which I propose the 
series of units in the. industry were ordered and 
required and authorized to do certain thing , then 
they would not be doing those things in concert one 
with the other. There would be a complete absence of 
agreement and no question of there being any cul+ 
pability under the Criminal Code or the Combines Act 

aa in my opinion---~ 

MR. NOLAN: I do not dispute that 
proposition at all. I have authorities to the same 
proposition and so if it will shorten it in any way, 
the actions of the Board would not in my opinion con- 
Stitute a combine within the meanings of the Act. 

Mike FRAWLEY: And the units of the in- 
dustry pursuant to the Orders of the Board-«+-~ 

THE CHAIRMAN: This may not be the time 
tut presuming we are interested in this Board, I would 
be concerued with a discussion of the position under the 
Criminal Code in respect of a Eoard that did not have 
mandatory powers, did not make orders but who were to 
give the industry and the interests of the industTy and 
the publie consideration, and sit in and cunsider about 
these things at a round-table-discussion, something 
which might involve and touch the Act. 

MR. FRAWLEY: Well Mr. Chairman, frankly 
supposing the Alberta Government requested Mr. Cottle 
tomorrow either alone or with myself,-better alone of 


course,-to go out and talk to the industry,-if I wes 
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with him it weuld only hamper himsses 

THE CHAIRMAN; I am glad to see that you 
have not lost your sense of humor, lwr. Frawley, during 
all these weeks. 

MRs FRAWLEY: If he went out and sug- 
gested informally and casually to the various units of 
the industry, that they combine to decrease the price 


of gasoline or do anything at cll that is of any moment 


iere==—=— 
THE CHAIRIVAN: Yese 
MRe FRAWLEY: And there is no authority 


behind his acts at all and they just said "All right, we 


will do that", I am inclined to think then vuhey would 


agree » 
THE CHAIRMAN: I am not---- 

MR. FRAWLEY: That is perhaps too ex- 
treme « 

THE CHAIRMAN: You say "No authority 


behind those acts”, he is there for the express pur- 
pose of advancing the industry as well as protecting 
the public and yuu s*y all the force that it would lend 
would be that it woulu be an added reason for a court 


not concluding that it was undue or unreasonable. 


MRe FRAWLLY: Or a conspiracy. 
THE CHAIRMAN; Or a conspiracy at. alle 
MR. FRAWLEY: That is true. and that is 


only a half way; now frankly this morning the two sit- 


vations, if we had, we had the Public Utilities Board 


tO 8a ya 


THE CHALRMAN: There couldn't be any 
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argue nt where a body of men are ordered to da something 
by a body that has leg9l power tu order them and they 
then do it, they certainly could nee be prosecuted, if 
you grant the power of the body ordering it. 

MR. FRAWLEY: Yes. 

MR. WASLEOD: That would not touch 
Section 498 (a). 

Mie FRAWLEY: Oh yes, 1 do not think 
Shat the companies need any protection from 498 (a) but 
that is rather an extreme Section. 

TH CHALRWAN: I mean, alweys assuming 


that the Board has the power to make the order which it 


makes. 
MR. FRAWLEY: Oh yes. 
THE CHAIRMAN: If it has,then 498(a) can- 


not stand in its way, cannot stand in its way . 
MRe FRAWLEY: Then although it may not 
have had the power, if the Board had assumed this power 
and they did it according to their order, that would 
“take it awey, that is the strongest position that IL 
can take and that is, in other words the sartest pos- 
ition, let me put it that way, that is the safest pos-~ 
ition, that this thing was for the good of everybody. 
Now the other measure 
which is not perhaps so safe but which may be yperfectly 
adequate for the companies would be this intervening 
body, without making 4 regulation, because they had no 
power to make a regulation, without any regulation at 
all, going to the industry and say “how representing 
the Government or the consumers, I would like to sit in 


with you and talk tre situation over with you and urge 
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you to do certain things. 

Now they then listen to 
that urging or that advice, that suggestion and de- 
cide they will do the thing and then later a charge is 
laid against them, of course is that not pretty close 
to what air. Ray was telling us about, as I understood 
him he said "Why we were told by some people from the 
United States Gcvernment tc d> this and that and we 
did it and now the Attosney General of the United 
States just has us in many courts over it , and that 
is just the danger I see”. 

THE CHAIRMAN: Yes, I see your point 
perfectly. The question is, as against that, and no 
doubt you will come to it im time, as against that. it 
if pub to us that a body with mandatory powers would be- 
come Gictatorial. They will forget they do not own the 
business. Thet I suppose you will touch upon. 

WwRe FRAWLEY: Well yes, because you 
could say that and that again is an opinion. a good 
Opinion but then I think that comes down to the people 
that are on the Board, the good sense of the people who 
are on the Board. We are all human. 

THE CHAIRMAN; Well do you see any way of 
such a Board as you have in contempltation functioning 
with, with certain sandatory powers and yet not acting 
without the concurrence cf the people who are going to 
be hurt or helped by their acts. 

WRe FRAWLEY: Oh yes, because my first 
suggestion is that I propose to put on the Board some- 


body from the industry to speak for and on behalf of 
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the industry and take part in the deliberations of the 
Commission before any regulation is made. 
THE CHAIRMAN: I am perhaps causing you 
to anticipate your argument later. 
whe FRAWLEY: Would it not be a matter 
of, I] am just examining it now and I am thinking of it 
now for the first time, as between those two things, 
the informal one and the formal one, a certain course 
of conduct is decided upor, now we have a board without 
any mandatory power to order or regulate at all, going 
to discuss with the industry, and a certain course of 
conduct being adopted as a result of that conference, 
now if the course of conduct was adopted and there was 
great merit in translating that understanding, and that 
is essential in my submission, in what I am now putting 
to you, that there be an understanding Ly the industry 
and by the people representing the consuming public that 
such and such was for the good uf everybody in their 
best judgment et the time,-how much they might be mis- 
taken by later developments,-but in their best judgment 
good was to be done by that action,-now taking it in- 
formally, there might be some reason, I will frankly say 
there might be some reason, that might serve as the com~= 
plete defense, it might serve as the complete defense, 
"We did not conspire to do this", "We sat in with a 
regularly constituted authority, with limited powers 
grant you, but we sat in with them and decided this was 
for the good of the industry, surely that will be of 
value to us now in this court as a defense to our con-~ 
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The CHATRAN: Yes, now supposing it was 
put the other way about, I am just thinking out loud of 
ways and means in connection with this, if it is to be 
of value at all, supposing the industry should decide 
that the industry should do this or that, or refrain 


from doing this or that, even if they had the ap- 


proval of a Board---- 
Mk e FRAWLEY: Yes. 
THE CHAIRi:AN: Thet still leaves the 


initiative with the industry whose money is involved, 
what would you think of that. 

MRe FRAWLEY: That is coming very close 
to what I call a regulation, for the lack of a better 
word, approval however expressed and when I say "reg- 
ulation" I do not mean something with a club in it. 

THE CHATRMAN: I ma not playing on words 
either and I see a very great distinction between a 


Board saying to an industry "Do that or else". 


Sal 


he 


MR. FRAWLEY: GG 
THE CHAIRMAN: | And a Board saying to an 
industry "Now we will welcome you coming to us and if 
we think that this is sound when we have heard from all 
those interested, we will give you the stamp of our 
approval and you will have no fear of us". 

WRe FRAWLEY: Yes, but I am wondering 
if, how about the fellow who comes into the meeting and 
joins with them ami them he goes out and says "That is 
it, there is no regulation at all and I am not going to 


pay any attention to it". Now I think that is a cir- 
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TH CHATRMAN: Yes. 
MR. FRAWLEY: That might heppen, whereas 


if you put some sanction behind ite+-« 

THE CHAIRMAN; Thet could be overcome 
perhaps by giving it thet sanction, once the industry's 
desire is implemented by an order. 

MRo FRAWLEY: Yes. 

Tem CHATRuAN: As distinguished from 
making the industry dc something which they say is 
puicidal for them and of course there is the other 
Side of it which you see I suppose, that the consuming 
public are entitled to sit in because they are paying 
the piper in the end and there may be times when the 
industry should not be the only ones to be considered. 
hkRe FRAWLEY: Oh well that is part of 


my submission. 


THE CHAIRMAN: You see that demands 
action. 
WR. FRAWLEY: That is fundamental. 


There might be the point where the industry would pro- 
test but in the good judgment of this Board that ob- 
jection would have to be over-ruled in their judgment 
of what is sound for the industry because btne wit ae 
you would be simply Mes the industry "what do you 
want to do. what do you think you should do and we 
will put the stamp of approval on it". 

THE CHALRGIAN: | And they say that is 
just where the risk lies. That board will tell 


people who have devoted their whole lives to a business 


and who know a lot more about it than the Board does, 
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because the Board might say "We have been here a couple 
of months and so you teke your orders from us", that is 
the other side of it. 

MRe FRAWLEY: Yes, but this which I am 
suggesting is not a topsy -turvy Board, it is and it 
must command respect. If it is not that kind of Board 
that iS something else because I subscribe to what Dr. 
Frey says "The Board is as good as its personnel", no, 
I do not depart from that at all. I say we must re- 
concile these two conflicting ideas,-leave it to com- 
petition as Mr- Burns would say, that is not good 
enough, I mean he expressed that as being the modern 
trend, it is not good enough, it is not the desire to 
dominate the industry, I am not speaking about a desire 
of any group of people to regulate the industry or 
dominate it, not that at Feline I am concerned with work= 
ing it only for the benefit of the consumer and for the 
improvement of competition and to help the industry, 
that has been my thesis from the beginning, to improve 
competition. Somebcdy else must have a voice and a 
vote you might say. 

THE CHAIRMAN: You say "To improve com- 
petition", do you mean anything more then to insure 

its actuality. 

MR« FRAWLEY: I cannot express it any 
better than ae fditor of Gorpus Juris did, to insure 
for the benefit of the public the continued action of 
the compebitve forces. 

THE CHAIRMAN: That does not mean a thing 


more, does it, than that there shall be no collusion, 
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do you think. 
wine FRAWLEY: Well IL em not content, no, 
to leave this business of no collusion to these two 


sections of the Federal Parliament, that is my point. 


THE CH.AT RMAN : GUiIte BO. 
MR. FRAWLEY:. because you seé that was 


suggested in the evidence, that is good enough, leave 
us to the criminal code and the Combines Investigation 
Acte I say that is a very very imperfect sort of 
remedy in my opinion. An intelligent association, 
with, constant association with the industry in an in- 
telligent way by a strong Board, a fuir-minded Board, 
will do a lot of good for the consumer, will do no 
harm at all and a lot of good to the industry, and if 
there is not to be that kind of Board them of course I 
am not proposing any Board at all but I do see a place 
for intelligent observation perhaps is the word, of 
the various factors which are working from day to day 
in this industry, the appointment of a Board is not 
going to suddenly stop this whole, the play of these 
competitive forces; so far as I am concerned it will 
inerease their play, and it will increase their ef- 
fective inter-play so that it is not left, just left, 
that is all, left as competition. | 
| ay 
I am now down to suggest= 
ing whet in my view must be the powers and functions 
of this Commission, this Board, and I have a lot of words 
here, a lot of expressions here and they can be im-= 
proved on by almost anyone but it is just a rough ap- 


proximation of what I think should be the duties and 
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powers of this Board. I have divided it into pre- 
duction, refining, marketing and miscellaneous. 

In comunection with pro- 
duction-<--= 
THE CHATRMAN: You have, of course follow- 
ing your scheme of things you purposely leave out 


"transportation". 


MR. FRAWLEY: 4168, that 16° tewes 

THE CHAIRMAN; Have you given thought to 
that » 

MR. FRAWLAY: I have some, Mr. Chairman, 


and a8 I said I must say that I was, frankly if I am to 

have an open mind about these things, I was impressed by 

what you said this afternoon but I had thought leaving it 

with tze Public Utilitv experts you might say-«+- 

THE CHAIRMAN ; But experts only in Public 

Utility performance. 

MRe FRAWLLY: Yes, that is right. It is 

a two-sided thing. Wo, I quite agree, I quite agree. 
Now with respect to pro=- 

duction I say that its powers and functions would be 

(1) Conservation of the Oil and Natural Gas Resources; 

that is already being done by work which is beliug carried 

on »y the Conservation Board. (2)-+-~-- 

THE CHAITRWAN: I was just going to 

suggest there, supposing we were of the opinion that the 

Board as presently constituted and presently functioning 

could be imprcved upon, have you anything to say about 

that? 

MR. FRAWLEY: Well no. my view about that 
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is that if my submission is accepted, given effect to, 
and it results in a recommendation and the recommen- 
dation is implemented by legislation in the legis+ 
lature, why then re working of the new Commission 
will just pick up the work which the Conservation Board 
is now doing at whatever stage it is at that time. 

TH CHAIRMAN: Yes, but would our 
recommendation not involve some outline of the scope 

in conservation matters, of the work of the new Board. 
Whe FRAWLEY: Well yes, probably. 

THE CHAIRWVAN: For example I have in 
mind, just to illustrate, that if a Board were set up 
at all it would be all important that it be thoroughly 
famtliar with the very valuable cata which has been 
provided by the oil industry and placed before this 
Commission, that it be preserved and carried on and 
that other actitives of the Conservation Board, every 
bit of information which could possibly throw light 
upon the situation in Turner Valley should be made pub- 
lic to everyone interested in Turner Vaaley, 

MR.» FRAWLEY; Yes. 

THE CHATRvi AN; Things like that and IL 
mention that only by way of illustration, are we not 
concerned with it. 

Mie FRAWLEY: I am wondering if I under~ 
stand you. 

THE CHAIRMAN; é I say if we accept your 
view that your-new Board should be set up, that it 
should concern itself erections things with con- 


servation. 
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MR. FRAWLEY: Yes. 

THH CHAIRMAN: And then have we not got 
to give our views about conservation. 

MR. FRAWLEY: Yon ro ye rko = 

THE CHAIRMAN: Insofar as we are just= 
ifiec by the evidence of those who have speken to us 


upon the subject or the Exhibits allowed. 


(Page 18,046 follows} 


Bon 


~18,046- 


dev iv«Frawleyy Ks. (C) 


MR. FRAWLEY: Quite. 

THE CHAIRMAN: You have certain views 
offered to’ this Commission ss to what conservation 

Should be and all that sort of thing. 

MR. FRAWLEY: Well, 1 .think Slone with 
recomumending as to what these powers of the Commission, 

my proposed Commission would be, surely along with that 
there should be views and recommendations of this Commission 
with respect to conservation. I think that would seem 

tO be indicated that would be the proper thing to do. 
Otherwise, I must say surely it was for that purpose that 
we obtained from Dr. Frey his views on conservation. 

THE CHAIRMAN: That 1s°éxacily my posat: 

I would be sorry to think if we accept your view there 
Should be a Board and one of its duties should be to 
eoneern itself with conservation, that we should not have 
something to say about what type of conservation there 
Shoei lvepithat is; insofar as the evidence compels me 

to one conelusion or another. 

MR. FRAWLEY: ANG then if you reyeciec 
completely my submission about the Board, in view of all 
that Dr. Frey has said, His Honour the Lieutenant Governor 
would like to have the views of this Commission on this 
question of conservation. Just leaving everything as is 
and giving no effect---- 

THE CHAIRMAN: Th ie note gquesticn of 
criticising the existing Beard; but it is-a,question of 
bringing about what the new Board shall concern itself with. 
MR. FRAWLEY: Yes, and I was going a little 
further. Perhaps there is no need to, but if there were 


to be any new Board and you had acquired some views---~- 
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THE CHAIRMAN: If I come to the conelusion 
there should be no new Board set up and if I were to 
come to the conclusion that the Board now in existence 
was not functioning properly, according to my lights, 

I would have no hesitation in saying so very strongly. 
MR. FRAWL SY: I intend to set down here 
other things besides conservation, having to do with 
production and so on, that this Board will concern itself 
with. 

THe CHAIRMAN: But we were going past that 


question of conservation very quickly. 


MR. FRAWLEY: Iwas taking it for granted. 
MR. COMMISSIONER LIPSST?: Have you the reference to 
Dieeerey 's eyidence, Mr. Frewlsy. As I remember it, 


he -had twe-fold funetions in his idea for the Conservation 
Board, (1) ‘eonservation from the engineering point and 
(2) having to do with equities in the case in which he 
visualized notices of hearings and hearings and taking of 
evidence and fact findings and recommendations based upon 


the findings of facts. 


MR. FRAWLEY: Mr. Nolan dealt with that in 


his brief and I have a reference to Dr. Frey, Volume 154, 

and 135, and then 137. So Gti will be very) castle tounik 

TH:. CHATRMAN: You remember that Dr. Frey 

said a number of things. DY. Frey saia things that would 
lead one to suppose that the present Conservation act is 

not a valuable vehicle under which any Board should funetion. 
I mean are you going into that some time because we feel 
that we probably shall have to go into it. 


MR. FRAWLEY: Frankly, as I said the other day. 
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THE CHAIRMAN: Perhaps you can be of help 
and perhaps you cannot. . 
MR FRAWTIE Y: i want to tell you what I 
think about that. Dr. Frey considers there is some merit 
in such a thing as defining waste. Frankly, I cannot agree 
with that at all. it you have a proper Board, a good, 
honest,conscientious Board, a Conservation Board, let the 
Board make up its mind what is waste, having in mind the 
Deecesso. this particular territory. 
TH CHAIRMAN: I put these things forward only 
for examination by you, that if you have no defined policy, 
you have no defined anything, then these people who are 
going to be affected by the orders of the Board have no 
rights. They cannot say the Board is exceeding its powers, 
because its powers are not defined. They cannot say it is 
exceeding its jurisdiction because its jurisdiction is 
unlimited. Those are some of the difficulties that present 
themselves to my mind. 
MR. FRAWLEY: Theré is another side to that, 
with great respect. and itis this. You have a Legislature 
that knows nothing about the technical side of conservation 
endeavouring to write into a statute the metes and bounds 
of the jurisdiction and the operation of that Conservation 
Board. 
THe CHAIRMAN: It is a question if they should 
not declare, as Dr. Frey says they should, some policy. 
Something conerete. I mean these are things that I take it 
we are being asked to report about. Now, I do not want to 
ever shut my eyes to that or be without your valuable advice, 


either one or the other, in the light of Dr. Frey's evidence. 
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MR. FRAWLEY: It is very difficult for me---- 
TH" CHAIRMAN : You see, we just say "Well, 

the new Board should concern itself with conservation. 

I do not think that is good enough. The first thing we 
have to think ‘about is what is proper conservation legislation 
and secondly, that being so, what are the duties and powers 
of a Conservation Board, or the branch: of your new Board. 

What are its duties. 

MR. FRAWLEY: The Conservelion Divyisionsor 
this Commission. 

THE CHAIRMAN: + can understand you can get 

too particular about these things. I mean particularity of 
as distinguished from generality. But I think you can have 
Such glittering generality that it does not mean a thing. 

fu Gissipayes the liberty of everybody you are governing. 

MR. FRAWLEY: There are two points of view. 

One iS not proper because you hamper. You have to be 

Tunning back to the Legislature to get further power to dead 
with that situation that arises, whether it is conservation 
or whatever it is. You have to try and strike a happy 
medium between just giving a biank cheque to the Board, 
Demimecoomecryeylon or fish, or whatever it is. You haverto 
strike a happy medium between giving a blank cheque to the 
delegate of the Legislature or writing so much particularity 


into the statutes that they are hide~-bound. 


THE CHAIRMAN: That.i6 1% exactly. 
MR. FRAYLEY: That is the problem. 
THR CHAIRMAN: _ That is the problem which we 


would welcome help on from any sourc?. Bit Eee ee 


problem we have to look squarely in the eye. 
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MR. FRAWLEY: Quite so. Well, frankly, 
Iam giving the Commission the benefit of my submission 
and I am afraid with respect to this that it is not wor th 
much. Now, perhaps, I have grown to be, I do not know 
what, perhaps I am a bureaucrat but I think if you have 
intelligent people discharging statutory duties you need 
not be afraid of giving them wide powers because if some- 
thing goes wrong you can call your Legislature together 
and abolish the Board and discharge the creatures: of the 
Statute and start all over again. That is cne extreme way 
OG bandling it. 

THE CHAIRMAN: You say torce is Lent to than 
because of your suggestion that included in the personnel 
of the Board there is a representative of the industry? 
MR. FRAWLEY: Ol, Sri ely. Aa eee ae 
tiene Wit be) on the Board I have in mind. 

THE CHAIRMAN: Vou see: theah seve aa 

your scheme. 

MR. FRA'WLLY: That is part of my scheme, yes. 
THE CHAIRMAN: fia Deceit Min ere WS yaa 

think we understand what you have to say. Beyond that, 

you. do. not. care to go? 

MR. FRAWLEY: That is right, Mr. Chairman. 

So one is convervation of the oil and natural gas resources. 
Two, regulation of drilling through issuing of drilling 
permits. There is nothing new about this. 

THE CHAIRMAN: I have under production, 

(1) conservation, and (2)----- 

MR. FRAWLEY: (1) Conservation, (2) PReeula- 
tion of drilling. In other words, there is nothing new 


about that. That is the duties presently being discharged 
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by the Conservation Board. Regulation of drilling: 
through the issuance of drilling permits is the complete 
phrase. I have nothing more in mind - I have no enlarged 
powers there. I might just as well say the administration 
of the Oil and Gas Wells Act. 
THA CHATRMAN: Have you anything to say about 
whether or not these powers should be amended or differently 
employed. For example, we have heard much, mind you, we 
have heard much about drilling to a pattern and all that. 
MR. FRAWLEY: That is presently going on, 
(Matt Neto. pattern. 
THs CHAIRMAN: ‘le have had much said about 
Grilling to a pattern, that takes into consideration the 
peculiarities of particular wells ami all that. That one 
well might require, might very properly and with engineering 
Eimscnency pccupy 50 acres and another only 2. That is 
the sort of thing. You. say that is an engineering matter, 
I suppose. 
MRe FRAWLEY : vel, you see, the, presenv 
Conservation Board and the present Oil and Gas Wells Act 
administered by the Board, as I understand, gives that power 
to make by regulation a change of the spacing pattern to 
20 acres)or 10 acres or 2 acres, or it may be, up ton Led 
acres. I do not think there is any control on that. That 
is Juste matter, again of sound advice that the Conservation 
Division of my Board would obtain and act on, as I see it. 


But to particularize again about that would be, well, frankly---- 


THE CHAIRMAN: You say that is pure engineering? 
MR. FRATLEY?P. I think SoUentire by. Whether 


or not 40 acres is proper or it should be less or more is 


gomething that should be the business of this Commission, 


‘ 
3 t 
ae 
et : 
i . 
3 - 
ie 
. 
--1 


7 


Sy 


Pingel oe 
A zo 


ds Jd. Frawley, Ks 0. 


of the proposed Commission, and bene the business of 

the Conservation Board, to determine. 

THE CHAIRMAN: | Do you think it is any part 

of our work to make recommendation with regard to any 
Conservation Board that is set up, under the name of a 
Conservation Board; of necessity having regard to the 
considerations that are not technically conservation, but 
are equities that have arisen in a field that was in existence 
and in which there were vested interests before conservation 
was ever thought of. Do you think we are concerned with 
that at all? i de.not know., I-man, this is the last 

time we are going to hear you about this, Mr. Frawley, and 

I want to mention it. 

MR. FRAYLEY: let me say about that, you 
Havepev idence on «it. You have.evidence from Dri) frey 

with respect to all these things and what effect should be 
given to equities; what consideration of equities there 
should be by the Petroleum act, by the Petroleum Boara 

in his view. You have that evidence and you have ho 
evidence against that. I said that the other day. 

THE CHAIRMAN: | T am asking you to cover ground 
that until just a minute ago in talking to my associate 

I had overlooked. I think you did say the other day that 
you accepted Dr. Frey's views. 

MR. FRATLEY: Yes, that there was no other 
course for me to take. There was nothing contrary to that. 
MR. NOLAN: With the exception of the 
definition of waste. 

MR. FRAWLEY: Yes, I did draw that distinction, 
that Dr. Frey and I could not agree upon right away in 


drawing a Conservation statute. 
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THE CHAIRMAN: I think I have wasted some 

of your tire. It escaped me that you had said that. 
That you had Rated Dr. Frey with that exception. 

MR. FRAWIEY: i say the third thine is 
eompilation of production data. It is @ generalization. 
But it is statistical production data, and (4) the study 
of production methods and phenomena. 

WR. COMMISSIONER LIPSETT: What exactly does that mean 
Pe. Prewiey, if I might ask, Does that mean that the 
Board should appoint engineers to study----- 

MR. FPRAW ORY : if there are improved methods, 
gayi See it, this will be a place and, perhaps, “the Chair 
on Petroleum Research which I am also going to submit in 

a few Minutes, that there should be a place for the producers 
GO°20 With sheir production problems and get the benefit’ of 
whatever study the Commission, the Board wikil have made 
with regard to production methods and production phenomena. 
MR, COMMISSIONER LIPSETT: That is what I mean. Are you 
putting a duty on the Board to study production methods 

so that whenever a producer has any difficulty he can go 
and get expert advice from the Board? 

MR. FRAWLEY: Up to a point. I would not 
want to put all the petroleum engineers out of business. 
MR. COMMISSIONER .IPSETT: 3ut generally------ 

MR. FRAWLEY: | Yes, I think that is a proper 
Collateral function of the production division of this 


Board. 


MR. COMMISSIONER DLIPSETT: IT suppose that they should 
collect any data that they can get from producers and have 


it available and all that sort of thing? 
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MR. FRAWOBY: As they do now. They have 


quite a large data gathering system. Then (5) study of 
feasibility of unit. operation of Turner Valley or other 
field. 

THE CHAIRMAN: Take one thing now, one of 

the complaints we have before us, rightly or wrongly, but 

it is something we have to think about, is that some order 
is mde with respect to a particular well and tkat igs 
secret. 

MR. COTTIE: IT think I exploded that theory. 
Mr. Wehaffy made that suggestion to me when I was being 
examined. It was his impression we had secrets about 
individual wells. I think the evidence will bear me out 
when I say that anyone who has an interest can get any 
information he desires of any particular well. 

THE CHATRMAN: That is the point. Vho has 
Tiesiicerest. Who has. the interest? 

MR. COTTLE: i will enlarge that and say 
that practically anyone can get all the information that 

is necessary to find out how one of the Board's orders is 
arrived at and get the data in respect of each individual 
well. 

THE CHAIRMAN: Tat is a very different thing. 
You do not explode that, do you, Mr. Cottle, that it has 
not becn available - that is all the information with regard 
to any one well has not been available to anyone who wanted 
toseaski for ze 

MR. COTTLE: All the necessary informatiou 
to arrive at the allowables that are determined by the Boar¢. 


In fact, we have had the schedules published, 


Gres 


tg BES out. 


; aaa ee “4 ie oy 
CO ao eam 
1 o, wee 1 ane a. mitt ah 
in ks caer AY pete ag ae 


wt Haid: poe he eli Tey Oa 


‘ A) tah L aft ¥ + ie - Hi 
vow , 


‘ : al eon m ee Py ‘ ey "es 
cae Het ee Poe bce | Ran, J ; i. 
co a : at a 
r i 
i be 1 4 
wre I 
» os i j 6 s i M 7: Ps 
} a ; "ae eS ACS a eee ses ee by ire 
wy hes ray 
* 4 % is ' vy Py. 
fe plete, anak te, ite af ? amy he ee 
A Daten MOMS r aes was g dle reese ach aN 


ié iota ectneiad Reet me he dwoaietnait, tt im = OH REE 
ous ; 


Ee dy Weegee, fei PERC fae eh 


Bt ; ; ‘ " 11% a 
wir User i ene a sociated 
ere mote eiaie. SUNN PO kk eee ee ee ay arene 
, ¥ : “yoy ode yes » 
yom Vey ohh Cee 2 AR ag ort 
13; aa 2 Pape Ma 
@ Pee. | Spee ie on 
(e 3 
7 
i —_— 
. ak" z a ‘ oxi 
we ee * 


e 

oe, JS 4 , 
: ! ve wk 7 ae ao A ‘ i > ‘uy née: 
. Vie met ht Shay Sd 0 eee a ae 


the aes a a 7 a) ae 
ia a= “er . iv 7 ‘ou Evans wees eh ; Lore rn ¢ r 


e fae nlAae” sdth RA . ; y = 
+ hia wed Es im, sui meg hs 
a ce ge ae a7 cate oh a a Ly ae a Hate bi 


si eee hee i ote ne SATE 


Ro Pe + al ope. ss ‘abet 4 


iy " . 
fits Fee 
~ ae Wee 
* y i 
“ 
Ree k Nu 


T-6 
Agne 


~13:,056- 
hwy CaWLey: Ki OG. 
MR. HARVIS: If you get it on that basis 
you get it after the order is made, which is very often 


toc Ja ta. 


MR. COTTIE: Too late fér what? 

MR. HARVIE: ifs DUM REEL NR ery bolt dgap ie 

THE GHATRMAN: To prevent the order going. 

MR HARV Ie: reo. 

MR. COTTE : i do not see what bearing that 


has on the question of the data being available. 

THE CHAIRMAN: Iam just saying what the 
evidence is, not what finding should be made or anything of 
the sort. I say there is evidence to the effect (1) that 
the person against whom the order is made has not all the 
data and the reasoning of the Board before it ig made, which 


he might-be able to review and convince the Board it was 


wrong. 

Me. COTTLE: Before the order is made? 

THE CHATRMAN: Berore 17 1s made. 

MR.COTTLE: Ll will agree with you there. 
THE CHAIRMAN : mecondly, that that order being 


made that that upon which it is founded is not available 

for the consideration of everybody in that Valley. 

MR. COTTLE: But it is. That is just the 
point I stood up to make. I will look up my evidence ina 

few moments. 

MR. MAHAFFY ; If I may speak to this particular 
GOLnG. a do not wich to be thought to be putting in my own 
ane anything of that sort. But the Chairman made a 
point a few moments ago that this material should be available 


to anybody who has any interest in the Valley and I entirely 
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concur in that view. 

THE CHAIRMAN: I say that only on the theory 

the Conservation Board has ever been fune tioning oh this 
Gommon pool theory and if it is a eommon pool everybody is 
interested in all the information about any Single well. 

MR. MAHAFFY: Perhaps I may say this, which 

is an experience I had in connection with my work at the 

City Hall recently. & petroleum engineer engaged by the 

City for the purpose of ohtaining data with respect to 

Turner Valley was refused by the Government Department, 
whether it was the Conservation Board or the Petroleum 
Division of the Department of Hands & Mines I do not know, 

but he was refused information with respect to the pressure 
performance of wells on the gas-cap in Turner Valley. It 

was not until the City wrote to the Minister of the Department 
and requested that information be made available that he 

was able to get it. Which seemed to be a very strange 
situation that a petroleum engineer, practising his profession 


in Turner Valley, could not have that information available 


to him. 
MR. FRAWLEY: I suppose there is a limit. 
Now where it should be drawn I do not know. Tf the Board 


makes an order with respect to the allowables of the wells 

my understanding from the evidence is that all that information 
is available to everybody interested, which means everybody 

in the common pool, as you say. 

THE CHAIRMAN: This Board is not on trial 

at Bit. All fam interested in is, hut should it nov be 

for your Board, if we accept your Board, and if we do not 
accept your Board should it not be recommended whatever may 


have been in the past, very definitely by this Commission, 


cea Ait saa! 


ver 


. 
7 
i — 
a 
; 7 
A rel 
Pes oe = ar Ln 
comitbae se sali oi ici 7 
ig * oe n 
ee 7 
: yy 
vi hho a): aa reat ths 
fr r _ 
dots Pee 7 
$ ier a) 
: 
array clot WE 
Ne ' OM a 
oe 
Rex soy aera : ; a 
s o , vay i} 
= pit <p die? 
| & acy ee big Bea? ae gaia we att ane tea wr . 
( ; : 
1-3 eb fl. eee 
‘ a es ror 6 at, 
\ at ; as ‘ 
Pte ae A eS 
i, . “ Fi 
$ " H ALF at k 
‘ 3 ica! as 
a ca ene eariets pede ee” ee 
' 4 - ra Se 
ee y % . ese 
eit), et Rae ae a 
‘ = r é . j v 
* oes: oe ind 
Hg 
ey ae hart ry 
| : t Pete ot es : 
‘cae 
f | ‘ 
i i 
j 


T-6 
13 


2G Ob 7. 
dca Nenwiley, K. GC. 


to say the best good of the people in this country is to 


_be served by having everything wide open. LLG os 


Sirecedy Wide open,. Tine, 

MR. FRAWLEY: And if it 1s note ley tots 
Commission recommend, if this Commission is persuaded that 
is a proper recommendation to make by the evidence that it 
Nas heard. 

THE CHAIRMAN: Mat is right. 

MR. FRAWTE Y: Perhaps even including the 
rather late evidence of Mr. Mahaffy. Now, the next thing 
te No. 5. { thought I might finish these because this is, 
Derlmaps, not very controversial. It might be. Each 
item I give you might raise some discussion. 

TH GHaTIRMAN: I feel, perhaps, Weshowle eros 
De oringing you Dack to this conservation subject and I 
only do it because I am not going to hear you again and 
no.matter how little it may be of interest to anybody else 
Meteo ainiuerest to me. 

MR. FRAWLEY: Mr. Ghairman, you bring me 
Tien cack tO lt again evyen after I get to miscellaneous, 
Eide 2b Wilt be duite qall right. ‘The fifth thing to be 
done under Production in these notes I have is to study 
tie <eecipility of unit operation of Turner Valley or other 
fields and promulgation and enforcement of any regulations 
devised thereunder. I put that devin because we heard a 
Lot in the evidence of what could be done about this 
Tagner Valley ge a divided field. Various witnesses 
were asked their opinion about the feasibility of unit 
operation. It is all very difficult and I am merely 
suggesting that that is something which the proposed 


Commission might study and might give some time to. 
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THE CHAIRMAN: It might not be feasible in 
this field. You will remember there was some evidence by 
Dry Frey and -I think it is generally agreed that unit 
operation is ideal when it can be brought about. But where 
you have divided ownership and vested interests already 
there it is, perhaps, impossible. But there is the 
evidence of Dr. Frey in regard to new fields, a new pool 
discovered to-morrow. Should there be any attempt at unit 
operation or not. It is then in the Government's hands 
and he gives the illustration of the Federal Government in 
the United States requiring it on, I think it was Indian 
lands, wasn't it? Federal Government lands anyway. 

VR. FPRAWIEY : Yee. thaw 1s true. 

THE CHAIRMAN: However , we won't delay you 
about that., I think we will find the evidence ourselves 
if it becomes important. 

MR. FRAWLEY: Mr. Chairman, you really are 
entitled to be somewhat annoyed with me for what I am 
going to do now. I have a few more general observations 
to make to you and I fave completed now the fune tions, the 
suggested functions and powers of this Board under the 
head of Production. Perhaps I might, to keep some order 
in my submission, complete what I have to say about Refining 
and Marketing and Miscellaneous. Then I want to go back 
and discuss a little more fully what the Board might do in 
this industry by way of improving the functioning of 


competition. “I think some things might be said... But 2 think 


I made my point generally and,perhaps to particularize 


about it won't help a great deal. But I do have some ideas 


about that. 
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THE CHAIRMAN: It may. Ig this the proper 
place? 
MR. FRAWLEY: I have gone down now 9% 


giving you the suggested functions of this Board with 

respect to Production. But speaking generally, before I 
come to powers, I-would like to say this, that the Board 
THE CHAIRMAN: Well, I think, Mr. Frawley, 
if that is a breaking-off place, if it is convenient, we 


will rise now and sit again at eight o'clock to-night. 


(At this stage the Hearing was adjourned until 8:00 P. M.} 
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MR. FRAWLEY: Now wr. Chairman, I am 
going to ask you to indulge me and allow me to go back 
tO a note which I have where I said that the advantages 
of this Board would be, secondiy, to resolve the doubts 
ead powers of the various units in the industry., if 
Wau Will find that, Mr. Ghairman, and then I will give 


you some cases. 


THH CHEATRMAN : Yes © 
MR. FRAWLEY : And it was after IL 


finished the cases that I went off the rail. I gave 
you some cases, Floyd vs. the Edmonton City Dairy, 
Limited; Rex vs Simoneau: and Tanguay vs. Laing and so 
on. 
THE CHéTKMAN: Yes, and then you turned 
59 powere and functions. 
vine FRAWLEY ; Now if you will let me go 
back, before I come to the powers and functions, go back 
$0 this proposition, not to repeat it Dut to go back to 
that please where I said, secondly, the function of the 
Board would te or the advantage of the Board would te to 
Gake care of this feeling on the part of the induatry 
that they were in danger of conviction under the Combines 
Act. Ncw that was (2). 

Nuw (2) to exercise the role 
of referee in the industry, and I have that under (A) and 
(B). 


(A) for the purpose vf im- 


proving the functioning of competition. 
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Now that is a general 
statement and I take it that the Commission is aware 
of the kind of thing that is in my mind and to pare+ 
ticulatize perhaps is not of any gréat advantage but I 
have some particulars hére that might just serve to 
expand upon that general statament "Tc improve the 
functioning of competitiou". 
THE CHAIRMAN: Just a moment, I am try- 
ing to get it in toe right place,"fo improve". 
Mh. FRAWLEY: "To improve the functioning 
of competition”. That is under (3) "To exercise the role 
of referee". 
THE CHAIRMAN ; Theat “ts 33.4099 
MR. FRAWLEY: That is 3-{A) and 3 (B) that 
you might as well put dowr now and I will teal with that 
later, is that the "Referee must have mandatory as well as 
prohibitory powers". 
Now then dealing with (A) 

"To improve the functioning of competition" , now I have 
some particulars of that which probably are not in any 
sense exhaustive but as I say might help to indicate what 
is in my mind: 


Now the first ox those is 


"A constant and intelligent observation". 


THE GHA TAMAN ; Just @ moment, yes. 
MR. FRAWLEY: Now we have the Board in 


the role of referee improving the functioning of com- 
petition and the first proposition there, the fire Line 
of thought, of action, functioning, is a constant and 


intelligent operation of tre play or lack of play of the 
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so-called competitive forces. 

secondly, to stand impar- 
tially between the consumer ard the industry so as to 
reconcile the, at least ostensible conflict between the 
desire on the one hand to get the greatest number of 
gallons for the least number of dollars and th desire 
on the other hand to get the greatest number of dollars 
for the least number of gallons. 

To study the controversial 
question of duplication of marketing facilities and to 
conduct conferences between competitors with a view to 
a@ reasonable and fair solution, if indeed, it were con 
cluded at all that savings were to be indicated. 

THI CHAT AN; Repeat that again. 
Me FRAWLEY: To study the controversial 
question of duplication of marketing facilitiss and to 
conduct conferences between competitors with a view to 
a reasonable and fair solution, if indeed, it were cnne 
cluded at all that savings were to be indicated. 

Now there is something---- 
THE CHATRA, AN : The object of this con» 
ference being with relation to---- 

MR. FRAWL&Y: ors reduction in mnarket~ 
ing costs and to the elimination of duplication and J. 
want to refer to something which iire Ray said in his 
argument on pages 16,138 amd 16,159. It is Volume 145, 
Wr. Chairmen; Volume 145 in the final argument and air. 
nay's submission at page 16,188, he makes the statement, 
he has been dealing, pages 16,127, 16,186 and 16,189, he 


is dealing with what he calls certainly fundamental 
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realistic facts and the fifth one of those fun 
damental realistic facts is this: 
"5. What we need, therefore, is a technique 
"which will combine the virtues and eliminate 
‘the vices of both competition and cu-operation." 
And on the next page, page 
16,139 he elaborates upou that just a little and_saya: 
"If such a techniqie were adopted and if it 
"be a fact that exceasive facilities, four 
Nexample, exist in the distribution of pe- 
"Sroleum products, the excess could be el- 
Wiminated in that waye- The elimination, in 
Ysuch a case, would be from choice of the 
"owners, not from force of government. Ef+ 
"forts could be undertaken to eliminate such 
“competitive abuses as might arise. Likewise, 
Neffcrts to eliminate economic dislocations 
Hy the restoration of balance for inbalance 
"in the economy could be attempted. 
Rn There may be other ana 
"better techniques than this hut any techniqve 
shoulda incorporate within ite boundaries two 
Efunudamental principles: 
a 12 An honest effort te improve the 
a competitive system of free enter- 
" prise; anc 
a 2. Co-operation, rather than antag- 
_ . onism, between government and bus- 
" iness." 


Then I suggest that the 


Board might well observe the operation of the sc-called 
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law of drainage so «ase to snsure to the public, con 
sistent with &M abvsenge of injury to the industry, 
the fruits of the law with the minimum of delay. 

I next suggest the 
constant supervision and study of the differentials . 
between premium, regular and third-grade bo see that 
no discrimination is practised upon any one of the 
three elasses of consumer. 

Wow to be mee bc ctlisy ‘3 
call attention to what is disclosed by Exhibit "ese" 
which indicates that a differential of 63¢ ees Hees 
tween regular and third-grade, regular being at 22% 
and third at l6ég, a differential of 64¢ from the 6th 
of June 1955 to the end of February 1930. 

I then suggest that the 
Board might critically observe the precise nature of 
the competition and the benefits being derived there- 
from by the consumer and to weigh advantages aud dis- 
advantages of more service and higher quality with no 
reduction in price as against the contrary stete of 
facts. 

Jow I advance that sere 
jously because of the, of what we know to be the real 
competition of the Texas Company in this Province. I 
do not want to stop again ard go over what I said before 
but I think it is very questionable whether a consumer 
is benefittcd by getting a better gasoline, assuming 
only for the purposes of this discussion that it is a 
better gasoline, as to whether there is real advantage 


to the consumer that he gets better gasoline from the 
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Texas Ccmpany and let us say only for the sake of this 
argument, better service from the Texas Company, than 
by getting only as good a gasoline as the British 
American and the Imperial may make, always assuming also 
that the Imperial gasoline is no better than the Texas 
Company; assuming that the Texas Company sells better 
gasoline and gives better service to my man, it is 
questionable whether that is an advantage to the con- 
sumer or whether or not he would not be better acvanteged 
if the Texas Company gave him a iower price for his 
gasoline and only the same octane number as he is get- 
ting from the imperial Oil Company. 

Now secondly, I submit 


that this referee that I am suggesting be set up. that he 


must have mandatory as well as prnhibditory Lowers and----= 
THE CHA TRIGAN : I have not got that yet. 
Mine FRAWLEY: That is the second of 


these two classifications, it is really a part of the 
firsts, there is not really much value in the further 
classification but I have done it that way. (B) and the 
proposition is that this Board will. roughly IL put it, 
must have mandatory as well as prohibitory pcwers. 

“Now all I mean by that is 
this, to accomplish any results, the proposed Board must 
ve equipped with pcwer to impose its considered opinion upon the 
industry or upon the consumer as the facts of each 

occasion demand. For instance there, and that means that 
there mus% he a promulgation and an enforcement o2 the 
regulations, an imposition of the sactions of law either 


mandatory or prohibitory upon marketing practices and 
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merely by way of example, which are deemed to be in the 
interests of the industry and the public or of the in- 
dustry or the public. 

Thirdly, in my submission, 
the functioning of this Board will not interfere in any- 
wise with the normal interplay of economic and competitive 
forces. 

wre Ray, in the passage 
again, more or less repeating the passage, calling at- 
tention to it ag: in, says, at page 16,138 and he is 
thinking of what the industry itself needs; 

"Is a technique which will combine the virtues 
Nand eliminate the vices of both competition 
Nand co-operation". 

And I will delay only to 
say that the kind of Board I am suggesting be set up 
is one which will serve to combine the virtues, which 
are admitted, and eliminate the vices, which are ad- 
mitted,- of both competition and co-operation. 

MAJOR LIPSETT: Mr. Frawley, the Board 

he was talking about, was it not simply intended tc be 
a Bosrd to register something which has already been 
agreed upon among the refining companies without re= 
gerd tv she public at all. 

ik. FRAWLEY: Oh quite, if 1 understood 
Mr. Ray acecrately, what he was suggesting was that 
there should be some place to go to. I think he would 
use our Supreme Court, which would be the Court having 
jurisdiction in such matters and he proposed that the 


companies which were about to enter into some scheme, 
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some agreefient, could go to the Court and obtain some 
sort of interlocutory order approving of the course 

of conduct, which order, I take it, would be a defence 
in any prosecution which might be laid. I must con+ 
fess I have not given it much thought. It may be some- 
thing which might be resorted to in ur. nay's juris- 
diction but I doubt very much if it would be even pos- 
sible under our system of jurisprudence. Something any-= 
way that would have to be an exception, something that 
would have to be inserted in the Criminal Code by way 

of an exception or something like that, I do not know 
any other way that thet could be worked out. 

MAJ OK LIPSLTT: His conception of this 
appeared to me to be that the various companies in the 
industry could get together, make some agreement amongst 
themselves, any agreewent thut they liked, and then some 
sort of board would ok. that and then it would be free 
of any suggestion of a combination. 

ikke MACLEOD : 1 00. NOt Shimk S62. sie aia 
his idea was to follow something slong the lines of a 
reference, which we have now, to the Supreme Court, to get 
a judgment of the Court, really. 

wKe FRAWLEY: But it would not be of 
course, it is only en opinion which another Court does 
not have to follow at all, 

MR. wAGLLOD: Yes, but we would have to 
have legislation. | 

MAJOR LIPSLTT: | Was that not predicated 
upon a previous agreement among the various competitors, 


in the industry itself. 
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MR. MACLLOD: It was to get away from 
this thing we were talking about this afternoon which 
I judge is more serious in the States than here, and 
that is to eliminate the risk of operatore entering 
into some agreement or arrangement which in thein 
opinion was not an offense but which might be found 
ctherwise after a long series of litigations that it 
was, as I understood his idea it was that they should 
go to the Court and get it tested in advance. 

MAJOR LIPSETT : But did that take into 
account the interests of the public at all, as dis- 
tinet from the oil companies. 

Mike MACLLOD:  . The Court would pass upon 
them. The Court would say "This is something which is not 
against public policy and which you can safely go 
ahead on", 

WAJOR LIPSETT: But something which waa 
in agreement amongst the oil companies themselves, as 
I urderstod it, without any consultation with the 
public and when they had made the agreement within the 
industry, they then went to some authority to see if 
they could get it passed. 

MR. MACLLOD: To set aside any doubt 
asp to its subsequeit invalidity. 

THE CHAIRMAN: As to whether or not the 
agreement arrived at was in breach of the Criminal Law 
of the country. 

MRe MACLEOD: Yes, and whether that is 


practical or not I do not know. 


THE CHAIRMAN : Bat the question which 
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. Mr. Commissioner Lipsett asked is, where do the public 


come in there and perhaps one should be concerned with 
them because we are told that they should pay exactly 
what they can be made to stend. 

MR. MACLEOD: I do not know whether 
this thing is practical or not. It would certainly mean 
new legislation but I suppose the legislature has the 
power to enlarge the powers of the Court and I presume 
that that could be overcome by giving the publie a 
Ghance to be heard. 

Mie FRAWLAY: Now, Mro Chairman, I am 
ready now to resume the discussion, the detailed dis- 
cussion of the suggested powers and functionsof this 
Commission. 

WAJOR LIPSEFPT: Mr- Frawley. I do not know 
if [ got your headings correctly, I got the one, to im-~ 
prove the function of competition and then a referee 
who hes mandatory as well as prohibitory powers. 

MRe FRAWLEY: That 8. (Bo. 

MAJOR LIPSETT: Then you had a third sub- 
heading, one was I think to improve the competitive 
system, one was to stand impartially between the pro- 
ducer and the consumer and one was to study contor- 
versial questions. 

Mk. FRAWLEY: No, just a moment, Mr. 
Commissioner. iiy third, to get the notes in order, my 
third proposition was that this Board would exercise 
the role of a referee. have you that, ur. Commissioner? 
MAJOR LIPSETT: Yes, that is the third 


heading. 
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Aah 
wRe FRAWLEY: Now I have A, and B, ané@ C 
for that. 
MAJOR LIPSETT: Will you give me "C" again. 
MR. FRAWLEY: Yes. (C) is that the funct- 


ioning of the Board will not interfere with the normal 


interplay of economic ard competitive forces. 


THe CHAIRMAN ; Under (A) you have six 
points. 
MR. FRAWLUY: Under {#) I have one, two, 


three, Boye. “ive, about six points, yes, Mr. Chairman. v 
Wow if that is all clear, 

I would like to resume my discussion of the powers of the 

Board and then except for a word about the kind of Board 

it should be and the make~up of the board, then I have 

finished with this discussion of the regulatory Board. 
wow [LT have given you all of 

the suggested powers under the heading of "Production" 

OUGe  WGninikethet is all [had given you, five: of them. 

THE CHATRWAN; I would like to get eae 

notes so that they can be separated again. 

MRe FRAWLEY: Now IL have five headings 

under "Production" and I have finished with those. [| 

will ran over them again if you like. 

THE CHAIRMAN: Yes, five of them. 

Mie rRAWLLY: Now L pass to "Refining". 

I say that thie Board should stand in between or should 

supervise and observe, intelligently watch the refining. 

THE CHALTRWLAN : . i want tO esk you this Tt 

Lo Wag,» gonieat ion with production, have you given any 


thought at all to the duties of the Board in connection 


Hf ae | et 2 oS 


2 do0 4h ANe A, ore 
SOD cE Deeg ie . 


Chee a n? ia avin, DN, eae. . Fate 7 - 


; ah wy a oy bs an y ae OTe 


h - “a 5 P Nui / a : tek 
Se pm Miph thh OW eas OTE. ORL. kode Re eis 
} em pees GN oe Fas Ak’ » : M < 


me . = j 
4 wwnce Sy Py esia 4 hermes 
7 As are ed * Bee * ¥ 


ess 


es dS ae av, ! ae d 112 ihe ae A, Noma ts 
ri ed st ey re wen! é 


ais + 
Cun a rc roe ge 


Dia A * oy ws 
on gw 10y. (Ad abet 
ae eT ape ee te 


v r A etal a my on n 
ai * 7 
-_ (GaN ‘ah fle a “BN. - sk wi 
A a yt ding i ne a0 
‘ ee ee of dak ieee 
oo ip ees 
ty 
feos, tothe. dain! ct 4 
at" eae aN, BET: DED et Lote ag 
Pe ofits x Z Na ¥ | 
aed os aia yon, Aidt” awa 
‘< Sal i in a ° 
Beast ee voy . a? be is \ Yes ¥ ee he pea ; f a ma ' rau se 1) 
i eubwte® "be a eel, eewatiy, anstveq ‘hppa te 
4 ce in ma Deby i “ae cles : vik 
ihe, «SO ORR «diy eet oy Ba as tt 98, Ph sok 
as aes iy i oe nS he Ne . ‘ fe : ; va 7 
ae, Me a MN I : 
Maree th Se ner ie 
Vas Pt ae . 7. ae 
Ree Saw. Se 
Ll, gay Nake ce adie 
s Ti c 4 a , d q 2 . « - ie 
. se ail A ae ee nee oD ise : ”" “p) n 
Rs 1 et a < 8, Li ' 
2 ‘ i he . tie nee M ve; af ig vat ened jp Ae 
ees ; f 
cian ’ wicg pana, at 


Rug A ae 


rks 


LP SNe Sea Sei 
ur sertit Ae 


ee a ais eet 


d- Je Frawley, K.C. 


Cl 
ae 


~ 18,071 - 


with exploration. 

MRe FRAWLEY: You have in mind perhaps, 
Mr. Chairman, the question of whether or not there 
should be a limitation on drilling. 

THE CHATRAMAN: No, a defining of the 


famate or the pool 


MRe FRAWLEY; Delimiting of the pool. 
TH ChéATRWAN : That sort of thing. 
Mik. FRAWLEY: Yes, I think that cer- 


tainly would come within the broad language which I 

have used« A compilation of production data, that would 
all be for that purpose. 

THE CHALIRWAN: That is production date 

but that is quite different from exploration where you 
may have no production in the world. 

MR. FRAWLILY: Well you seer--—~ 

THE CHALRMAN : I am not playing on words. 
It is quite a distinct difference of course between a 
company that says "Well we will put a million dollars 
aside fur exploration. We may get something or we may 
not. We have a pool here and we wan% to know whether it 
is any good or whether it is not. We are going to en- 
Zage engineers for opinions, tests. all sorts of things", 
I need not go through the technology of exploration but 
it is quite a distinct and important branch of the in-« 
dustry and I merely wanted to know if exploration, it may 
be too expensive to be in your contemplation in conneotion 
with this Board, there may be many reasons why it would 


not be any good but I juet wanted to hear whether you 


have given thought to it or have discarded it, 
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MRe FRAWLEY: No, at the moment I might 
perhaps explain my position this way, I have not jn+ 
tended to inject anything particularly new. There is, 
as you know, a very very great deal done and capable of 
being done within the ambit of the regulations, the 
power to make regulations under the Oil and Gas Wells 


Act and if the Board take 


as) 


all the responsibility of 
the making of those ecegulations elid the discharge of 
them, I think that you will find, wr. Chairman, upon 
study that a great deal can be done. You see for ins 
stance ‘yu of these regulations: 

"Respecting any other matter reasonably in- 

"eidental to the development and drilling 

“of any oil or gas wells, the operation 

Nend management thereof, and any production 

"therefrom," 

I think that a great deal 

could be done but this of course is "production". 
THe CHATRWAN : I do not think you have 
any statute or regulation at all in this Province touch= 
ing exploration and I do not think there should be, Mr. 
Frawley, but I am merely bringing the subject to your 
notice, 
WRe FRAWLEY: I think the answer, Wr. 
Chairman, and I think my answer will have to be "I have 
not given it any thought" that at the moment is some~ 
thing left entirely to private enterprise and at the 
moment I have not envisioned any such function for this 


Board that I recommend . 


THE CHAIHMAN: You see for example that 
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this Board wei set up, I Suppo ge you will come to its 
constitutionality later. 

WRe FRAWLEY: Yes. 

THE CHAIRMAN : But I daresay it will 
have the services, I daresay you will have in contem= 


plation the services of 4 man in the field as an 


engineer. 
MR. FRAWLEY: Oh yes. 
THE CHAIRMAN: A man who is out there 


knowing what is going. on in that ficid. 

MRe FRAWLEY: Of course you see that 
applies today, that obtsins today, ir. Chairman. 

THE CHALK AN: Yes o 

MRe FRAWLEY: And the conservation work 
now being carried on by the Conservation Board will, as 
1 visualize’ it, be a division of this Bozrd; the market- 
ing will be a division and refining will be a division, 
THE CHAIRMAN: I was not going back 1c 


conservation at all. These are things we have to think 


abcut. 
MR. FRAWLEY: Quite. 
THE CHALIHAN;: Does that engineer's infor- 


maticn and data, is it made available to all other engin~ 
eers and are other engineers sor private interests heard 

before his opinion is taken .and all that scrt of thing. 

It may be all detail but it seems to me that irs the type 

of detail that makes a scheme valuable or worse than upe~ 
less. 

MR. FRAWLLY; You see, wre Chairman, I 


might have brought to the Commission someone from the 
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Conservation Board them to say in detail, just in de 
tail, what is going on, and spent psarhaps a day or so 
on the routine of fee Ore of each and every 
member of the board. They have four or five engineers---- 
MRe COTTLE: They have four engineers in 
the field and two in the office and there is another that 
looks after wild=cat te that is exploration 
work, outside of Turner Valley. 
MRe FRAWLLY: That is the arrangement 
now and there is nothing unusual about this Board, the 
present body, I say, will function much better all in one 
but I do not want the Commission to think that there is 
anything radically new about the duties to be discharged 
as [I see them. Subject to the suggestion and recommend- 
ation that may come from the Soard, as to the improve- 
ment of conservation methods. as you indicated this 
afternoon; with regard to refining that is something 
which has nut been done at all. thats is.new, because there 
has not been any undertaking of the Steere ae or 
licensing of refining as there has been in the marketing; 
that will be new but in the marketing I teke it there will | 


be to some extent a continuation of the existing machinery. 


You see we have existing machinery and I do not propose to ; 


just abolish all that machinery or the good that it is 
going. I intend rather to gather them in to this Com- | 
mission. That is my thought. 

THE CHAIRMAN; Yes, but you very distinctly 
told.us at the outset that you are not accepting all 


that is inp any Act. 


like FRAWLEY: No... Ob..010., 0... on 
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instance I am not accepting all of the regulations thet 
are in the marketing Act, what I call the Marketing Act, 
the Fuel Oil Licensing Act, oh no, no. | 

THS CHAIRMAN; No; vut whem we come to 
this, supposing we adopted your view as to the Board, we 
come to some scheme of things, do you not think we have 
to find out what should be dropped and what should be 
left in and what should be added? Wot that we ere going 
410,d0 the work, of the ieee weeneeen ne: in a broad 


and general way, 


Mae FRAWLiY: Now mre Chairman---—- 
THE CHATRLAN : I do not know. 
MRo FRAWL«&Y: You see frank. y here are 


regulations under the Fuel Oi1 Licensing Act, what Mr. 
Plotkins calls "The Oil Gode". What I thought about that 
thet you would recommend, I would submit thet you recom= 


mend that the Commission be given Ly the Statute creating 


it, powers to make regulations. 


THE CHAIRMAN < Yes» 
MR. FRAWLEY: These vr others. 
THE CHAIRMAN I have been wondering since 


you have been talking if it is not really 1f the very 
essence of your scheme that you just probably haud your 
draftmanship, over for collaboration with other counsel 
who have an interest for clients in the industry, to 
prepare an all-embracing act to cover all these meny acts 
aid regula tions and duplications. 


MRe #RAWLEY: Yeap Eothink Mt hate is 2m ex 


cellent idea, wr- Chaivman, except to the extent that that 


Wes 


migtt safely be delegated, that might safely be delegated 
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to the Board itself; for instance this, by way of 
example only+--- | 
THe CEATRY AN: I mean you cannot delegate 


to a Board -the framinge—of the Statute. 


; MR. FRAWLEY: No, not the Statute but if 


the Statute, the Statute would set up the Hoard. 
THs, C HA TRAN: Yes. 
MR. FRAWLEY: Then as I see it now it 


would delegate to that Board the power to do certain 


things. 
THE CHATRi AN : That is right. 
MRe FRAWLEY: And among them would be 


the question of licenses, for instance, how much the 
license fee would be, just something which is obvious 
and not controversial-<-~+ 

THE CHATHWAN: Yes. 

uke FRAWLEY: It seems to me there 
must be delegated to that Board or Commission---- 

THE CHAIRMAN: And I suynpose the con- 
ditions precedent to the granting of a license. 

Mie FRAWLEY: Yes, ali. thaws; “For vine 
stance what the License should be, whether it should be 
on a gallonage basis, as it now is, or on some other 
basis. 

THE CHA IKMAN: We will assume the Board 
had the right to draw regula tions. 

Re FRAWLEY: Yes. 

THE CHA TRAN : I suppose, or would you go 
the length of saying that it should be the duty of the 


Board to make regulations and to have power to alter them 
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from time to time. 
hike FRAWLLY: There has to be=--— 
THE CHATRVAN: I am provounding that be~ 


cause at the moment 1 am very definitely against a set- 
ting up of boards which have powers which are not 
limited and not defined » 


MRe FRAWLEY: Yes. 


(Page 18.078 follows) 
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Mie Det Lay : Gran ae asae 
THE CHAIRMAN: Because for the reson, 


Mr. Frawloy, the people vwno have to do business with then 
andemnio have their Gollers init have no idea of their 
Taeuvs.08iney donot know from tiorhing to night whet wil 
happen to thei. You eannot have capit:l freely flowing 
into an industry that is in thet situation. But if there 
is a Statute that clearly defines the powers of the Board, 
end there are regulations ths cleerly shcw where they 
stand for the time being, subject to changes that nay 

be from time to time indicated by changed circumstances, 
it is fairly clesn-cut end sort of sensible. i heave this 
taougieinomind that Dr. Frey put. to us, I thought  Yery 


well that you must heave some limitation of power; that 


@ 


you must have somo mesns by which people c2n very conven- 
isntly go to the Courts of the country and say "You have 
exenedsed your jurisdiction. You have drne that which is 
unjust and contrary to natural justice. ‘\.6 have a place 
TOO torpuy you right." I think aa heve to keep that 
in mind. 

MR. FPRSVLSY: LP tnt eb woe be 
able to discuss it better with you if I indiceted a 
further function, and we tan come immediately back to it, 
and see how much detail we heave to discuss in argument 
with the Commission before the Comission is able to make 


S mepart. <1 suge6st, under refining, and these are very 


gsnerel, one of the powers anc functions woulc be to 1\ 
Licence refiners. 

MR COMMESS IOLRBR LIPSHTT: You heve dealt with 
production, which brings the oil to the ground from the 


well, and you now come to that oil after it has reached 
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the refinery. 
MR. FRAWLEY: Yes. 
Miy SOMMISSIONER LIPSETT: It is really going 


back to Something ws touched on before, but does it not 
look logical that the samo Board that is looking after 
this oil until it comes to the surfsce of the ground 4nd 
is looking after it when it reaches the refinery snoult 
be coneerned with its transportation froM the one place to 


the other? 


THE CHAIRMEN f it ever, gets there. 
Mae FRA’ LEY: Lo Re Or very Mori ie 


Value under the ground, end of little more when it is on 
the ground. It has to be somewhere near a still until 

it is valuable. I= see great foreo in wht you say. But 
Bt is a two-sided thing. Ido not want to cling to 
something for. the sake of clinging to it. The Chairman's 
idée@ perhaps is as good as mine. It is probably a Lot 
better than min6. I think thers is something in the idoae 
that the specialists in public utility ocntrol ¢an look 
after that pipe linc. But I am mot adamant about that. 

I think the Chairman's suggestion is excellent and has a 
great desl to commend it. I only ask you to take into 
consideration my suggest ion, 

THE CHAIRMAN: You say ve have both 
cf them to look at? 

Wine PRAWLEY : Quite so, politely 
that, is all I say. 

ME COMMLSSI OU“: LIPSETT: At all events it comes 
in between these two Boards. 


i.e PRVLEY: Yos,, pub it ain trans= 


wk 


portation, zerc, something like that. In relining I 
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Say that to licence refinérs will be a power of this Boerd, 
and secondly, supervision of refinery spread by periodical 
examination of refiners! poses Both of those things are 
presently in the laws of this Province. Both of thbso 
things cén be done today, one under the Fuel Oil Li¢encing 
Act and one under the Prite Byresds Board of tho Department 
of Trade and Industry. I suggest both of those powers bo 
taken into this Comission. Then there mey be other things 
that may strike others in connection with the powers and 
funetions under refining, but these two general expressions 
cover most of them. ; - 


Thirdly, marketing. 


a OR ARR RRTn 
—~ 


(1) Licencing of wholessle and retail kerketers. 
THis CHAIRMAN. In whet sense do you 

use refinery spread’: ‘.e heave hearc so much about spreeds. 
WR. FRA VLwY: I would not Want my 
friond, Mr. Nolan, to think that i would suggsst for a 
minute that he made up a 308, but i say there can be 

vory reedily done without any inconvenience this amount 

of information available, the sort of information set up 

in 308, aveilable to the Commission's accountants, so 

that the Comnission can intelligently observe the operation 
of the spread, the action of the spread and where 1f LBs... 
Rif} CHAIRMAN: | The refiners' costs. 

He hos paid sco mach a barrel for crude oil. 

Re PRSVLEY: | And how much is he twaaking 
on it when he sells it at the refinery door, tc whomever 

he does sell ie Theat. is gust\.anm dneid ont, of, thexsdnted- 
ligent obsorvation of tuis Commission of mine, is to be 

an observer of the industry, certainly at least. 


THis CHAIRMAN: And you hope an intolligent 
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MR. FRA’ LEY: Yes, “6 wero trying 
intolligently to observe it sufficiently to be able to 
discuss it as we have and what is far more important to 
report upon it as a Commission will have to do, and I 

say "If there is to be any intelligent observation of 

this industry for the benefit of everybody concerned, then 
there must he sose thing of the sart."” You must remember, 

Mr. Ghairman, that this industry hes never dene anything 
like the 408(c). The Impcrtal Oil Gompany never hed 
anything like the 4508{¢). I think they would be the 

first to say they were very glad to be asked to get out 

the information shown in 308. I do not think thay were 
hypocritical when they, as they did to me, expressed then- 
Selves as being very well pleased With the manner in whith 
this Commission had discharged its duties and the manner 
in whieh everyone, I think almost perhaps including mysslf, 
had conducted himself in the examination of witnesses ahc 
the information that we requ:sted. And I can say ths sama 
for them that they srs certeinly to de complimented, the 
Imperial, tho British American and ali the other companies 
that did get out information for us. It was a guestion 
how to get the information. iI think that is the point, 

Dr. Frey and Mr. Gottle indicated the kind of information 
they wanted and they made out 408-(c). TPhey never made 

4% out before. Nobody could, for any purpose, have answeged 
the question "How much was the Imperial Oil Gompany making 
on a gellon of gasoline that it sold at the refinery door"; 
how moch did it cost the Imperial to rofine qa barrel cf 
orude oil in the Bast Calgary refinery." It was not necessary. 


They sonduct their business as one operation. They do not 
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meke these segregations, and I say for the intelligent 
observation of this industry by this Sommission, there 

must be available to tha Commission anc its aceountants 

and advisers, information of the refinery spread, and so I 

say so that conelusions may be drawn and this Commission and 
the Government, end as you ssid in the courses of your 
sxamination so that there will bs no hesty ill-considered 
legislation passed, say with respect to refinery profits 

or costs. The Board will be supposed to go and intelki-~ 
gently find out how much the Imperisl and the British American 


and the Lion and the Mayland, how much they meade ané hov .me¢h 


they lost if vou like, fhat is the point, upon.their 
Operations. ‘ihe t has beon their refinery spread. 

THE CHATRMAN: To things about that. 
One, do you think that that does not involve giving away 
information th-t is purely private and confidential to 

the Company concerned, and two, might it not involve a very 
great deal of cost, trouble and expense to the company. 

Now that may be no ansver. “ith regarc to the first one 

IT see a great deal of distinction between making known 
every physicel phenomena or piece of data available in 
Turner Valley, because all the dats and the phcnomena, 
whatever it may be, is importznt to everyboay don there. 
But to tell oré'ts competitors what their cost figures 

are and have somebody up every three months. an is bad 
enough to have to come to this Commission onee in a lifetine, 
but every throe months to mako that available to the world, 
it is qa very differont thing. 

Ma. FRSULEAY: Mo, we ecennot quarrel 
about that, Mr. Chairman, because I would not suggest for 


s moment that this information be just handed around. [I 
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would be quite content to adopt ths provision in the 
Tariff Board Act, that this information be handed in 
confidential iy just for the Commission's purposes. There 
are many other things. when I get into marketing there 
is the question of the price discounts. I do not think for 
a moment thase prices discounts should be known to all the 
world, but the Commission must be entitled to deamand 

and obtain that kind ofinformation. where is there a 
eG eC Oly “OF 5 os +. « 

THE CHALRMAN: The guestion is where 
to draw the line. Supposing we said "Now, Mr. Plotkins. 
has had to make a report to the Board, it must be trostad 
as confidential." Mr. Mayland has made another and that 
is confidential, and so with regard to all the wrineries 
we Will say. All right. Now here is the trouble apout 


st 


that. One ean see it is right that it should be confidential 
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but also one can sse that if the Board is not 
an order predicatsd upon what its visws are in thse way of 
informa tion in the Plotkins refinery and in the Meyviend 


refinery and in the B.A., and so on, how ean any one oF 


them intelligently contest | proposed move of the Board 
when they only know about their own operetion? 

Mis PRL YS Thenwe are driven right 
hack to what we had before this Comiission. 

THR DHAIRMAW: I just put 23 Torwexd 

as one obstacle to be thought cf. 

Mis. ray ¢ ve have in this Commission 


the-companies coming and Gisclosing all of their information, 
with the exception of the Texas Company. 
THE CHAIRMAN: L can see that can be 


important, where the Province takes the responsibility of 
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Saying we must look into this situetion I kno for the 


first time, 
Mite PRA LEY § 
you see. 
THs CHALTRMN: 


the same thing to say "} 


industry and we are going to." 


4 
L 


saying "ve are going 


three months." 


show you what 


set up, a great deal of time and 


have acquired a great deal of information. 


the most use of that. This 
certain directions as to whet 
accomplished. 
ma jor importance. 


and to the publie from 


good is not to come to 


my suggestions are to be rejected, all of them. 


ana as far as I know 


ow we have to 


O Gi scitose this 


I am not saying thst 


the alternatives are. 


Now that is the major thing. 


Tor the <Lecue, ries... 


That is the question 


The thine Ves n 


find out about th 


Is it the same thing as 


is wrong. 
ne See if 


The Commission hes 


money has been spent. 


We want to 


intorme tion leads 28 ine 


4 good result to be 


id ots arte icin Fe 


Is good to come to the industry 


the suggestions I am making’ if 
the induetry and to the public 
BUG: ine 


go*xd is to come then the means fur accomplishing the 


desired end must certainly be insisted upon and if it i 


desirable that for the good of 


— 


the industry a 


certsin 


Sort, ot Order or if you Like approval only of an idea 


to have the industry - whatever the 


technique may be, 


ao ° 


& 
oy 


is 


to the world every 


besn 


ma k 


8 
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let us say for the sake of-argument that a cgertain order 


is to be made that must be made, and thet 


of the industry. 


+ 


for the 
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Thst soems to me to be paramount and 


the eourse of making the order if there must be certain 
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diseosures and an examination of thst by the competitors 
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of that information so diselused, it is better that shoulé 
bo done then the Commission be stultified and the order they 
should make might not be made. It is a guestion of choosing 
whether the means sre to be subservient to the and to be 
achieved or not. It seems to me it is reasoneble for me to 


a 


suggest, if it should be required, that information then be 
demanded - not in evidence ~ but demandod so that competitors 
can be sxamined upon it. Because frankly if, after looking 


q 
r 


at br. Nolan's costs that a certein line of aoticn was 


indicated, then I think Mr. Harvie, Mr. Plotkins, Mr. Mayland 
and so om must have an opportunity, es they might be hurt, 
of saying so. It is im a sense a continuation of this 


Commission as far as power is concerned. 


MR. NOLAN: uxactly- 
MRe FRAWLEY: ify friend says exactly 


and L am quits sure that he says it seriously, because 
worse things might - well I can think of very Little against 


Saying tht a Commission composed «aS this one is should be 


retained to watch over this industry. Thot ¢annot be, of 
course. 

THRE CHAIRMAN: we gan relieve the 
industry at once by saying that will not be so. 

Wee PRAVLE Y: Relieve them of their 
anxiety. 

THE OHA IRMAN: Yos, they need not lose 


any sleep over that, about the second point, Mr. Frawley . 
Wight I ask Mr. Cottle perhaps, what ao you think is invo.ved 
in the vay of trouble and expense to the companies that 

; j ce & thi ng imider to S061 097 
would be called upon to make Sovething Simiisr to dUo\C 
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as Mr.Frewley is suggesting would rccuire. Cortainly 

there was a lot of Or oa BRO Ines in setting out the 

exhioits whieh are before this Commission. An exhibit 
similar to that could be set out witha greab deal less 
difficulty than these exhibits vere prepared with. 

THs CHAIRMAN: Just assume with Mr. 
Frawley for the moment we have to examine these things as 

Wo 20 along, Whether we adopt any of them or not, but assume 
for the moment that the companies had say willingly submitted 
to the raking of such a return every so often, whetever 

that period might be. Once a form ras set up and all 

persons coneerned with bookkeeping had in mind that that 
form was to be filled in later on, does it present great 

Geet cuiies of doce it nov? 

MR. COTTLE: Relatively speaking, 
Very Igttle difficulty. -Lt woula have to be done ones 5 
yeer. It could not be done more often in the ease of 
Imperial. There would be no tremendous sxpense involved 
once the pattern is set up. 

THE CHAIRMA QW: Now, hy. Frawley, Mr. 
Cottle says once a years You were thinking about every 
three months. 

MR. PRAVILEY: The return could not be 
made any oftener than onee a year, but I take it is the 
Board required to be inforsed with respect to any 
particulars from time to time - of course it is CiGtie wes 
for me to very intelligently surmise as to how often the 
production of that particular kind of inform tion would 


be required. My suggestion is supervision of the refinery 
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Spread by periodical examination of refiners! costs. Now 
that can be done it seems to me, and that would be at the 
expense of the Commission. 

THE CH&IR’ AN: You say that might bd 
done by the Commission aceountsnt? 

MR. FRA! Lay: Yes, and the compilation 
of this return might be made annually. 

THis CHAIRMAN: ~“@ have been apprised 
and I think with reason, of the troubles and difficulties 
that the companies now have, particularly Dominion ccmpanies 
Making returns of this kind and th- t. However, we get your 
point. 

MR.HARVIG: Just on thst point Mr. 
Cottle informed ms it would be two or three months after 
the end of the year before that information could be 
available to file the returns, so some of the informsticn 
would be at least fourteen months old. 

he (GO Lest ..e have the experience 
this Spring, for that. The financial statement of a 
company like the Imperial has to be completed before any 
work of this kind can be done, and that is not done in the 
usuel course of events until March or perhaps April. 

MR. FRALEY: AS far as I am concerned 
my principles point is if this Com.ission is to do anything 
it nas to do it intelligently and intelligence will come 
from informe tion, and as far as I am concerneu it is 

4dle to think about them functioning in the dark. So they 
have to get information and I am suggesting ways and Geans 
by which they can best inform themselves, always reasonably 
having in mind the expense to the industry and the gaod to 
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MR. COMMISSIONS LIPSET?: Mr. Frawley, I gathor 


that this supervision of the refinery spruad is at present 


in existence, in existing Legislation? 


Mie PRA IBY! No. It is potentially. 
MR. COM :ISSIONLR LIPSHITT: woe t I was trying to 


follow up iS your suggestion, supposing this nev Board finds 
that the spread is too great, whet does it do then? Does 

it report to the Lasislsture with qa view to getting somo 
compulsory legislation passed to reduce it, or doses it 

go to the final logical step of fixing the price at which 
they must sell their products? 

Ma. FRA'LGY: I am going tc suggest 

that as a power that the Commission have, price fixing 
yuwer, and that there go along with the other powers, the 
power to fix a prices. Now thet is something that L fcr one 
cannot fail to appreciate the difficulties of, heaving 
listoned to everything that is being said in this Commission, 
aven Sinco we started the argument. I realize that when you 
start fixing prices you are gcing dewn an avenue that is an 
avenue all by itself. then you go down that street you 

are in the vicinity of, if indeed you have not already 
arrived at the Public Utilities state. I Gan conesive it 

tu be no harm to give the Board which I propose tc set up 
the Nova Scotia powers, becausa if it is the kind of persrcnnel 
that it should have there won't be amy rnsh exercise of 
these powers. There vill be no top stop orders issued 
unless an emergency arises, which needs quick action and 
that won't be done until the thing is crying for action 

and for relief. 

MRo COM’ISSICN#R LIPSEPT: There would seem te bo 


no halfway housy between setting up a Board to supervise 


vite 


. i ae | sf Lt anal 
agit husk, Tee Nea. woe. } HG eal 
i Baht ara ett) Fe : a TP ¥ i 


a ce a (m4 So? 3A9 sift, re ae « wobebraeqia a 
_ poe 


negen-7:.tecet, heyega-ys re) See if, ee 


io we a eit ve ha a ied ie rebte. ae 


= : . Me 
ain tee Wik oe ‘al’ “voy aT, qu" Ae 


; : ’ ; ce prares ui ’ a Pee ; = as se" a a a on % 
ae eee ' ‘ 
ee a nt Seen 
: piety ry) Nhe eh i (oo ae i 
ia ta! Nae m i oy ‘ 
| aah dee) gO aut rw atthe Dak iiet ae OFT 
ial eee Thy a 4 i al (ete a a ae 
b inp bts : veh gh gett hv ane Fyok eros, 
5 ae Res) ae oe Oe, a4 ashe ey 
: an ? 7 a + afi 
+4 os Lia i Ls oN tim £ batt, a” 
: ; es 
: * am ” ‘t i yas ALR ’ 
: cs i a 
Vial! 
es ' Pz : re ‘oe. - » Loo. ah i east hetute oe | es oa 
f Pade aepede oe ee shed at on6 7 
. | en ee : mr ae 
/ ~ |= 

fi . ihe f ‘odie 1 4 ante A igh 

hey eat et 

¢ : A 

| ph pow re ae Le 
: 3 eit da aged a i 
, i ‘ ; . if iy " rar 


act wee ai Syed all Bika ine Re 4, 


i i ; ate iete % wat ‘howe aide a eu 
} fa gr i vite oh A foie oe ina “ti; 
ta ately sai vombad 

: es al be BES ee 
: wy im. % s at a8 & an = 

: os sre i d 

P | bowel YP ih Wee tene oe 

¥ oe ro lj ao Rte as ad car ie “a 

4s dy ty hee ann we 


+ 


ii a eee j be (ft i ay es 4 rs ot, J chick ‘alls i 


- ‘ 
1 as ve oes | ce 


T=1 
ie 


Jed. Frawley, KC.  _48 ogo 


refinery spreads and power. 

MR. PRSVLBY: I vant Something with 

rod blood in it. I do not want °: consultative and co- 
operative Boardy even if it does sit at Calgary instesd 

of Ottawa. 

THE CHAIRMAN Whet is so bad about 

that whem you think about it? Such a Board as we are talking 
about would gather informatinn and would bo required to 
report every so often to the Legislature, which is the 
Sovoreign power within its legislative field, and it certainly 
has force behind it. But it giyesthe industry a chance to 
say "For these reasons the Board's report is not well foundod 
and legislative action should not follow." Secondly, it 
prevents hasty action which all may repent. I am just 
putting some of the merits of a merely repcrting body. 

Wind you, I do not think it would be worth while setting up 
any body in any circumstances that did not make its reports, 
and public reports at that, for all to read, but rake it 
reports to the legislature. 

MR. FRAWLEY: I am only thinking with 
respect of what might be called the demerits of that, and 
that is even with the Legislature in our...-. 

THE CHATRMATN: There is no Loss of tine 
is there? 

MR. FRA Liv: That is all. 

THE CHAIRMAN: Because if the report is qa 
worthy one and the Legislature has confidence in the personnel 
of the Board that it has eppointed, and there be no obvious 
flaw or no demonstrable error in the Board's report, it is 

to be assumed that the Legislature will act upon it and the 


only thing you lose is timo, plus that check. 
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MR. FRAWLEY: Iwas thinking of thers 
arising,for whatever reason, assume now vith me that somo 
good valid reason would arise for the interference with 
the price performances in some fashion or other; ot least 
the Board's opinion would be that there should be some 
interference with price. Now, under the suggestion ycu 
make, Mr. Ghairman, there being no powers whatsoever of any 
kind, then tho Board would be helpless until cither the 
next session of the Legislature came up or a special 
Session wac celled. 

rik CHAIRMAN: Just supposing that 
you have a Boerd with a personnel thet you think would be 
acceptable to anyone, and will and chould command the 
respect of the industry as well as the Government. They 
are not going to make reports lightly. It is to be 
remembered that this competitive system has been going 
without this limited control for a very long time. Wow 
fSnrt eis something that is sco important that it is of an 
emergency character, well one of twe things is going to 
happen, your industry yields to the report of the Board 

or the Legislature meets to give offect to it. 

MR. FRAWLEY: Report’ You mean the 
axpressed opinion of the Board, 

THE CHAIRMAN: No, I teke it an 
emergency arises, your Board reports to the Executive 
Gounecil forthwith that this emergency should be dealt 

with in a certain way and that viov hs been put before 
the industry. ‘That it is not aceeptable to them, and in 
the opinion of the Board action should be taken. Then 

I say industry has an oppcrtunity of saying tr the Govern- 


ment it should not be so. But I am saying if the emergency 
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is that great, then + special sessions have been held 


before and can be again. 


MRe FRALEY; Those are tvo points 
of view. 
THE CHAIRMAN: Then presupposing some 


groat emergency arising, because after all the question of 
changing prices, and we have heard e lot about the long 
swing, and that ia a lot longer th=n any between the 
uegislaturse, I think. 

Mke #PRS:.LEY: Yes,il think many 
Legislatures stt while the price of "°" gasoline stayed 
@tythe Same price in 1953, 1934 and 1935. 

MR. COMMISSIONER LIPS&TT: It might possibly be 

&@ practical solution if the Board, assuming it was 

deemed advisable, if it were given tandator powers with 
reference to certain things like conservation and things 
like that,thet have to be dealt with from day tn dsy,, 

and the power to report on something like these price 
spreads which would give the Government the opinion of the 
Beard without at the same time embarking on the price fixing 
scheme. 

MR. PRAVLEY: ; I am not advocating 
price fixing as price fixing. I am edvocating the power 
to dc something about the price as a last resort in the 
opinion of this Sommission. That is aii. “Piet gens 
setting up a price fixing Board as such. J am setting up 
a Board that will be, as far as possible, all wise with 
respect to ne atfairs of this dndustry in this Province -— 
not immediately but within a reasonable amount of time - 
and that every aetion the Boarc takes will be an intel- 


Ligent one and in the best interests of the industry ana thé 
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public, and I merely desire it should be a complete instrument 
and that their expressed opinion be not frustratcd. ana 
defsated, and perhaps harm ensue during the months they 
might have tn wait for the lezislation. 

MR. GOMIISSIONER LIPSSTT: Does not that drive you 
to the position that if you thought the spread of any 
rofinery was 1 cent or 2 cents a gallon too much and you 
wanted action, you wseuld have to fix their price at 1 cent 
ox 2 cants below the pricea..... : 

MR. FRAWLEY: Lied 18 price. vixine., 
All I seid was I was not sctting up this Board as a price 
fixing body, as such primarily. L Simphy think tise af 
they be given price fixing puwers it would bé a means of 
enforcing its considered opinion upun the industry ana the 
public, whether the price be up or down. 

THE CHAIRMAN: I su¥pose many of the 
guestions that are tho subject of discussion between us 
right now really come down to this that if the perdgonnel 
of the Board were such that all people in interest were 
agreed that they could be given a blank cheque, there would 
be no use discussing it any Ienger. But that those who 
say "oll we do not know who we are going to face,” and 
very reasonably so, could say "If you are going to have 

a Board at all see tu it that we have safeguards. dAfter 
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MR. FRAWLEY: Well, of course, you might 
carry that a little further and say, ‘We do not know whom 
we are going to get, we might get a perfectly terrible 


Board,” or say they do not have any rowers at = oY A LAS e 


eb) 
ey) 


Little as possible, and then of course there would not be 

any point in me so seriously pronosing this Commission which 
I think will be of so mich good to the Industry and which 
Will not be any good at all if the personnel is not propers 
THE CHAT RAMAN : and On the other hand, goine te 
the other extreme, you couldn't give any Board carte blanche. 
MR. FRAWL3&Y: You have heard about the judgment 
ofisoleomon and perhaps it is one of those things. 

THE CHAIRMAN: Yes. 

MR. FRAWLEY: AG least I would like to pun face 


tive (record now, the eee and uch ous Which 2 GiGi aay 


should have under merket ing and I am afraid I am getting right 
ms, 


aeineieemnee eae 


| ‘pack immediately are the things which we have been discussing. 


Now the first is --- 


THE CHATRMAN: We probebly will have to go over 


it agein anyway. 


_ _ a 


MR. FRAWLEY: "Licensing of wholescle ana reveil | 
marketers". There is nothing new about thet, thet is present 
now. That will be what you might call the marketing civision | 
of this Commission. 

MAJOR LIPS&TT: That then would be a power 7 

ferred, is that from the Trede and Industry? a 
MR. FRAWLEY: That is from the Licensing Act, 

the Fuel Oil Licensing Act. 


MAJOR LIPSETT And it is done by whom, at 


present. 
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MR. FRAWLEY: The “Minister of Trade & Iniustry, 
the licensing of ---- 

MAJOR LIPSET?: That is a transfer from the Minister 
of Trade and“Industry to this Board? 

MR.—FRAWLEY: Yes, Mr. Commissioner. 

(2) Supervision of wholesale and , P) 
Retail Marketing Spreads by a periodical examination of oneee oe 
ing costs; that is a parallel power with the similar power 
tpi reyinine. Just what we heve been discussing under "Refining" 
and I suppose the same operations would apply, the same objections 
and the same advantages, if I am bold enough to suggest that 
there are any. 

(S) The reguléetion of marketing 
practices to stimulate competition so as to ensure to the 
consumer the benefits of competition with the least delay. 

(4) The prevention of price 
increases without the approval of the Board. 

Nowthe} is, of course, 1 an trenk 
to say, that that is just what we have been discussing anc I 
do not want to escape discussing it again if need be but 
it is the seme thing, that is the top stop power simply 


Souitmeverey. colis it ---- 


THE CHAT RMAN : Do. yourwr .do, yOu 06% fine Tay 


include price decreases? 


MR. FRAWLEY: Yes, that is my last item. 


THR CHAIRMAN: - Oh, yes. sei 
MR. FRAWLEY: (5 )} The regulation of standards, ae 
and (6) The fixing of prices, whole- 7. 
sale anc retail, whenever necessary or expedient and I intend 9 / 
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that to be, and it is so noted, either maximum or minimum. 

And now under the heading of 
"Miscelleneous Powers and Functions", I have three notes --- 
MAJOR LIPSETT: Now the third sub-head is 
"Regulation to ensure Competition"? 
MR. FRAW LiY: To stimulate competition so as to 
ensure to the consumer the benefits of competition with the 
least delay. 
MAJOR LIPSETT: are you not to be concerned at 
all in fair marketing prectices? 
MR. FRAWLEY: YeSe Of course that is something 
which we dissussed as it were, that is something we discussed 
at large during the course of the whole Commission, You see 
there is just a question of the pertain The wena 
If we are anxious to see that the consumer benefits as soon 
as possiple, that he gets the full benefit of this competitive 
play that we are told will do such good, then it is a question 
of how much you should require. You start freezing things 
then, You start reverting to the status guo. 
MAJOR LIPSETT: Would you have competition then so 
extensive thet it would get to the point where you would put 
6 competitor out of business? 
MR. FRAWLEY: No, then I would rely on this last 
thing of the bottom stop and say, “Theat has gone far enough". 
Insofar as the practice itself, all I say is that I want these 
practices to have full pley to the point where they co gooe 


but when they start to do harm then stop them. 


MAJOR LIPSETT: Herm to whom, if it means putting 


a competitor out of business completely, if you stimulate 


competition to the stage where you put either the wholeseler 


-asalt tin” “to nism testi te bedon on at it a | 
ae “Sat Bef eit’: Hebel: ‘woe teil Hae 
ee a anton’ ‘peau ‘ein t aan gosta ‘Oee * hiatal aNoBnaLS of a 
: Gerodotiia” ‘bats sa” Wot, Cah ee ae : 
| ~ | Peis range cow at ot tesna 9 iM " 
‘a isc PeanbO iam | RT et ay, a 


; we. ya i 
edt ay tar nn Hreveiniias “he sah esta. ost ‘nomenon -edt-o8. eryane.. 
yates ae 


ig Hedtepios ee oF bom? Wey Sele _ “Vineet AONE. 
‘Seentse sect det at. Ife a 
‘odie at vant eeeidg RO” eee ‘etalon Cd 


yee hoe Lamithowne, Se Rub: at: pa 7 
sod wa ote Soke sai taser near of Paaniese. ‘otesom YE foal 


nah tenne ote Tor tb ened” Huy sal "eat et eteshe - : 


AIR RR re : ; 
aqeant corr eign at event ion duvow. 


4 


Scie» a jie ine a ar Str Bont oid of You Aico or att © 
. —- 3 


94: ge Re + Sei : . 5 = noi ; ‘oF dpe M \ ¥ : 
rae see vata goa steccaen ee eens pee ; 7 Ms "4 
fant aidt wo ete AfuAw 2 aot | ye 
ry he ie i mA . 


a eis es ee. Cleeuy 
. * wat 35 ans 18% ae a0 = 
Settee Na 4, 


ar tne t fade 


hey sy cs 


Ride oh sit 


4 BAe Peci Ya 
to J. Frawley, K. C6, 


or retailer or the refiner completely out of business, would 
that be doing go0o0d9? 

MR. FRAWLSY: First of all, what is the Boar” 
doing? The Board as I pet it yesterday, and perhaps I should 
Say it here under this heading, it is simply seeing to it that 
the toois of competition are not taken away, thet the newcomer 
seeking to assault the gallonege of the Imperial, ie not 
disarmed, as Mr. Plotkins has told us, and Mr. Jones has told 
us, these new companies have certain arms, have certain weapons 
that they require, and I use the word “weapon” in nO sinister 
sense, they must have those to get along, to exist. Now I am 
not so much concerned with Mr. Plotkins and his few cents or 
dollars but I am concerned with Mr. Plotkins because I am 
Winiiud oF the job which he did in bringing aqown Thim 
SrrmuGture and also ultimately in bringing down "QO". - am 

Dot... therefore, much concerned with Mr. Plotkins and Ris 
personal fortunes: at all but I am rather concerned with the 
good that might come to the consumer by the ogonstant action 
Olle oe OErkine ) - usite him as a type, --in thas’ compeuitira 
field. I am very frank abut that. IT have used the 
expression, amd perhaps I laboured Hed nauseum,I am just sure 

Z gic sud.t should not do it again, [ used the expression, 
“hear down on Mr. Halverson" and I have no Aoubt Mr. Nolan 
understands I wish Mr. Halverson no harm, ot in the slightest, 
but I think he must be borne down on because he is the men 

who wakes the price in the Province of Aiberta and I do not say 
that offensively, there must be one in every territory and a0 
happens to be, Mr. Halverson here, and why should it not be, 

he is making 50% of the gasoline in these parts and selling 


about 31% and so why should he not ? He mekes his own price, 
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and the others follow and when you ask me, “Am I goine to 
PUY, G@inen out of business,” ---. 

MR. NOLAN: Well now -=-—- 

THE CHATRMAN: Mr. Nolan, we are not forgetting 


the world influence upon lir. Halverson. 


MR. NOLAN: And the evidence, 
MR. FRAWLSY: Yes. 
& CHAIRMAN: ALL right. 
MR. F RAWL2Y: You see, as Mr, MacLeod said, there 


should be the right to cross-examine me, he says, in some of 
these things. He must have his fun of course and I must have 
my séy. You see, Mr. Commissioner, you speak about the danger 
of me, or through this Board, putting him out of business, but 
you know he is in danger, any of these companies are in danger 
of being put out of business at any time. Mr. Plotkins does 
@ lot of weeping to me about what these price-cuts of Mr. Halver- 
sons ' do to him and the Board up to now has not had anything 
to do with that and Mr. Plotkins is either suffering or other- 
wise, due to competition, end all I do is, all I mean in there 
is to see that the weapons that Mr, Plotkins neecs to @arry on 
his business, to make his assault on the gellonage, are not 
taken ‘away from him and that is all I mean. | 
MaASOR LIPSETUS You say if you have a reasonable 
Board, you would expect them to act reasonably from month 
to month or from week to week. 
MR. FRAWIRY: Or even from day to day. 
Now under the heeding of “ : 

Miscellaneous" let me say that I have three things to suggest. 

(1) Taat this Commission might act as an agency to 


q study the feasibility of expanding erude oil 


Me 


‘ yo 


es 


- 18,098 - 


and refined products markets on an economic 


i peeLe ao— 
THE CHAIRMAN: Say that again please. 
MR. FRAWLSY: To study, to act as an agemey to 


study the feasibility of expanding crude oil and refined 
products markets on an economic basis, as we have been told 
that we must not seek to expand those markets, I mean we have 
been told, the evidence is by people who are, the evicence is 
in, we should not seek to expand them except on an economic 
basis so I would suggest one of the first end important 
functions of this Commission would be to study the feasibility 
Of expanding crude oil and refined products' markets on an 
economic basis and incidental thereto. serving to prosecute f 
steps to remove discriminetory or restrictive transportation || 
Ne 


i 
q 


rates. 

Now that is not saying much more 
than saying that if this Commission is set up to discharge 
the dutiés’and to take the place in the industry which I 
Vieveiize for-it, then it will have ever present the necessity 
of intelligent expansion of our markets on an economic basis, 
and that they will be a commission, that they will be an agency 
to participate in any movement seeking the expansion of those 
marketss or the removal of discriminatory freight rates or of 


any Other nature. 


TH! CHAIRMAN: is that not also a very powerful 


argument for having a Commission to think about transporc- 


: = : Far a : in 
ation between Turner Valley and Calgary? 


: an ti ight thi 
MR. FRAWLEY: _ You mean they might do something 


about that 15 miles before, they would think about the 1500 


miles? 
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J.-J. Frawley, K. Cc. 
THE CHAIRMAN: Yes. 
MR. FRAWLEY: i, think they 26 @ point fer you, 


Me. Chairman, for your side, 

MAJOR LIPSETT: "To prosecute steps to remove 
discriminatory transportetion rates”, does thet meen to consider 
@ new pipe-line or to have the power to make application to the 
Transport Commission for se reduction of the existing rates, 

MR. FRAWLEY: f believe in “riret tyines fice 
and I believe the first thing to do would be to see why, if 

it is economic that it should go there, why our gasoline £hould, 
cannot get into the city of Winnipeg end if thet can be done 

by bearing down on the Canadian Pacific Railway and the 

Canedian National Railway, why thet may be an intelligent 

move, I mean it is not only that, it is actually on the cards 
now and something has to be done about it, we must find. out 

why, why that freight rate stands in the way, that freight 

rate on gasoline is so much higher then on crude, all those 
things. There must be Ane thine now, I may as well say 

this now because I think it is true, the railway companies, 

the oil companies go to the railways to talk freight rates 

but one oil company, very properly, one refinery has a 

certain point of view and it is just obvious, Mr. Harvie 

for instance has a certain point of view, no doubt about 

that and a certain position to take with the railway companies 
because he is varying his merketing system. Mr. Nolan has a 
different point of view, each within their own rights and 

urging their own interests and then we heve somebody else like 
the AnglO-Canadian with a refinery say in Brandon, they are 


interested in getting a better crude rate for their crude to 


get to Brandon and they are rather bothered about the fect 
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that the rate stops at Regina when they think it should go 

on to Brandon. Now those companies press. their owh 
individual interests before the railway company end there is 

no unenimity and perhaps there can be no unanimity, but it 
seems to me it is not unreasonable to suggest that the 
Commission. I suggest setting up would have a real interest 
in trying to reconcile those diverse views and thus try 

to obtein freight rates for the good of the greatest number 

and to see that the producer in Turner Valley should not 
suffer because they have different points of view. I am 

not suggesting they are suffering but that must have consider- 
ation and whatever label goes on this Board, if it ever gets 
to tue stage where it needs a label on it, why, then that 

is something which might be done. Lhe b 186. TUnCuLom. 1am 
intelligent and a forward step, the sort of duty that it 

could be discharging in the interests of this Industry, both 

refining and production. 

MAJOR LIPSETT: You think this Board should first 

of all study what is required in the interests of all and then 
be charged with the duty of making representations or bringing 

proceedings, whatever it is, to have the rate reduced, 

MR. FRAWLEY: Well, of course, I Would nov wan 
to say that they would displace the companies at all. Perhaps 
the fext point as far as, my hext point is that they should 
generally act as a Public Relations Counsel for the Alberta 
Petroleum Industry, to advance its interests in a1. phases oF 
production, transportation, refining and marketing. 

It would be some Board. 


THE CHAI Rta : 


MR. FRAWLSY: Yeo, if you add up all of the 


staff, all of the people who are presently engaged in the 


atte” ‘et ‘ahead ‘oa aby 


. ’ i cat De K 
my a ae “im Lantin on Yee) vtae” aaa tee fie: tt mix 8A 
§ ‘ i a | A, 


an bhvaw ang ak td4 AOA Le P ‘yatesbe 
4 
ay ’ ] 


ie 


er on 


a ne 
' whi REO Y atee hide one pace hat ok — 


f: Se oad ah tee 
MN AE atte sila este: 998 | of fh. 
7 
rs 
Meee ee g 


oth fee - 
‘Tew .B Mie 33 ‘ian ‘ave anw hi s ’ 


* 
| iy oY - 
; ms ba ee : 
Pk iS. Dipgiee ls: meena 2 fx eit vi ‘oalite pera ‘f 
q 
a 
i, merge gee Sn 
, aE, tere Y rs 4 mi 
ey] hd 
nice ry et 
{ rewrite? aad’ wk’ tote Rape ar Foi 
‘ nies 
» 4 ‘ t ew, to’ we 
ve: ae 
t 7 a ‘4 Del ‘ 7 ae | i 
, j if f * “re 
fh Ne fe fori yo YA tient - 4 
7 in < a : 
Le zy oe ee fat ONG, SOG Eady hoe wat BE 
, ; ig 


oa 
—4 
}o- 
» 


fatoe PH ve es 


- : 7 pies 
7 i ‘ait "Le ad i, sh (si of " a arse = | ape on; oy ae 


of 


i ) atrertoded th whi 


i ee 


> Kon Lath "S) pug a uf ues 
bwoieg hs i Li 


1 
aa vay 
ae 7. h ne fi 


Pratl 


a .y d ‘ 7 
¥ el a 


- 18,101 - 


Ue "Fe Frew ey; Ky Gy 


operations now, yes, in the administration.of the verious 
agencies that there are now, I would think that if there 

is anything in volume it could be cut down in some of then. 
Now then, the last suggestion is one that came to me --- 

TH® CH AT RMAN : That is to act as a Public 
Relations Counsel, 

MR. FRAWLSY: Yes, generally acting as a Public 
Relations Counsel for the Alberta Petroleum Industry, to 
advence its interests in all phases of production, transport-= 
ation, refining and marketing and perhaps answering 

Mr. Commissioner Lipsett about whether or not this Commission 
would assume the burden of these obligations to do away with 
Ciecriminatory rates, I do not mean that at all but I mean 
that they should be aware of all these things and they should 
take an intelligent pert in them and they should be Counsel, 
the Commission should counsel and attend as needed, Now that 
iS the function that the Minister of Lands and Mines has been 
endeavoring todo as such, just as the Minister of Lands and 
Mines, he has tried to be a Public Relations officer. Now 

it séems to me the Minister would be better informed, I do 
mot intenc to abolish the office of Minister of Lands and Mines 
ane t but 1 suggest this Commission could very properly 
discharge some of the duties and take from the shoulders of 
the Minister of Lands «nd Mines some of the duties which he 
now perforce must discharge because of his interest and because 
of the responsibiiity which is placed on him to advance every- 


thing, promote ‘every th ine that is connected with the best 


interests of this industry. 


Then the lest thing which I think 


might be dealt with and which might be classed under the heading 
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of "Miscellaneous" is this question which arose while we have 
been arguing and that is whenever, to deal with the supplyiugz of 
Cie mot-public utllity agencies. Now you know what I mean 
there. Mr. Chairman. We 80t into a discussion as to whether 

or not it shonld be that someone would want oil from either 

my friend ifr, Nolan or my friend Mr, Harvie at the Turner 

Vetioy enc, that they could not probably go to ‘the Boare 


uncer the circumstances related to us, they could not eo to 


the Public Utilities Board because none of the agencies 


7 


supplying wane oll were public utilities, none of the agencies 
were part of the Valley Pipe Line Comvany in other words. 

Now then in the general aspect of 
it, this Board that I proposes could deal with those things 
and could be given power to establish tariffs or mharges, 

Such charges as might be thought to be fair for the hendling 
Gr ivuatveo.! cutside, cutside the province of the VYallay ive 


Taine Cotapany which ig a public uillity. 


ores ruueunaantaneinemse avin mene Ser tryigr 


a a a Soo Seer, — 
Now Mr. Chairman, that conclugas 


wheat I have to cey on the subject of the Board and I would like 


to two subsidiary matters, and one is the esvadiish- 


VY 


to proceed 


ment at the ®niversity of Alberta of a Chair for Petroleum 


Research, 


MAJOR LIPSETT > This is your Number 9°? 


fe LC a ia 


MR, FRAWLEY: Yes, it is, Mr. Commissioner, yes, 


GH 46 Number ¥, 


MR. MACLEOD: May I interrupt there for a moment. 


Just now the Board of Governors have under consideration the 


establishmen’) of a Department of Petroleum Engineering. I 


suppose ali University Professors are available to do research 


work and that would cover this. 
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MR. FRAWLEY: Yes; Mtl Chairmah, I do not think 
there will bé any ¢lash about that. If the Commission thinks 
at all well of my submission and includes it in its recommend- 
ations, I am quite sure thet it will not clash but will fit in 
quite well with whet my friend, Mr. MacLeod is speaking of. 
Now to my mind this Commission, 
after the exhaustive study it has made into all branches of 
the Oil Industry would almost fail, if I might use that word 
quite respectfully, would almost fail in an important aspect 
of its duty if it did not give some attention to the very 
important question of education and research as it relates 
to the Petroleum Industry. 
Now one might very well ax. this 
question, is the Provincial University doing all that it 
might do in the field of Petroleum? Now I hasten to add 
that, by that, I mean, has it the financial means to do as much 
as might be done? Not that, in any sense, it is not doing 
as much, not doing a very fine work in this Department as 
well as in all other Departments, but I merely suggest, - 
because I will not answer the question, - that they are not 
doing es much as could bé done in the field of Petroleum 
Engineering, whether it is production or refining, as 1t 
might do if it had more means. Should there not be in this 
oil Province ample fecilities for the training of young men 


in petroleum production, the chemistry of petroleum and allied 


subjects? 
Would not better facilities of 


that kind prove of inestimable worth to the producer and 


the refiner? 
In my submission, the Board should 
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give considerstion to including in its recommendations, a 
recommendation to the effect that there be established in 

the Provincial University a Chair or Ghairs devoted to the 

more intensified undergraduate and graduate teaching of 
petroleum chemistry, petroleum production or alternatively 

an endowment to existing facilities and in conjunction there- 
with the setting up of research laboratories for the pursuit 

of experimental studies in all branches of the 011 Industry. 

tI have in mind that, if some such 

Department or Chair or Petroleum or Research Laboratory or 
Research Department or Resefrch Franch were set up, that it 
would picve of very great value in the producing field because 
the producers, with problems of production might and should be 
able to go to that Department and obtain advice and instruction 
22 boueir problems. Thet is the research part of it and that 
could te worked quite well in conjunction with the undergraduate 
work of establishing more elaborate facilities for specialized 
training in the petroleum industry and xetroleum chemistry. 

Now in the refining field, it is 
true that the Standard @il Company has its own company, we 
know of it because we have approved of certain items of costs 
in their returns. 

Now a small company, I do not care 
whether his name is Plotkins or Mayland or what his name is, 
probebly is not getting available to him the Stendard ols 
Comnany's research, and Mr. Nolan hopes he is not, I take it, 
he is not peyine for it and he should not have it but perhaps 
if this is an oi2 province and it is, perhaps it LS 0G a. 7o= 


gether, it seems to nme only right in this province that we 
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should be in the vanguaré and thet we should be further ahead 
than we are in the matter of undéteraduate and graduate study 
or petreleum and all that petroleum means, production, chemistry 
and refini nes 

Now if the Commission thinks well 
of sucha suggestion, it would be my respectful submission 
that it should include in its recommendations that the Lieutenant- 
Governor-in-Cotncil give thought to establishing such a Depart- 
ment at the University of Alberta. 

|| nowt-come to the. last of my 

memoranda and that is the question of the cost of this Commission, 
cost of administration of the Board which I propose shoulc be 
set up and the cost of the Petroleum Research to which I have 
just alluded. 

The increase in the field price as 
a direct result of the saving in pipe Line charges and in loading 
charges will be a great boon to the producers of crude oil in 
Turner Valley. 8 cents per barrel on the total ennual prosuc- 
tion of Turner Valley is estimated to amount to approximetely 
&570,009.00 per annum; the totel production for the year 
ended November 30th, 1939, being 7,149,511. barrels. 

This increase in revenue to the 
producer is wholly attributable to the deliterations--- 
THR CHAIRMAN: Just a minute, Mr. Frewley, I am 


sorry to interrupt, all right. 


WR. FRAWLEY: The increase in revenue to the 
producer, this increase in revenue to the producer is wholly 


attributable to the deliberations and findings of this 


Commission. 
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It seems perfectly proper, therefore, 
that the Commission should recommend that a portion of the pro~ 
posed increase be applied to pay the costs of this Commission. 

There are the further matters of 
the cost of the administration of the Board which TI have proposed 
and the cost of the increased educational and research facilities 
in petroleum at the University. 

The administration of the Board must 
feirly obviously be borne generally by all branches of the 
petroleum Industry as the advantages resulting from the work 
of ‘the Board will be spread over all brenches of the Industry 
and little more, if anything, need be said about that, the 
cost of the administration of the Board, 

With regard to the increased 
facilities at the University it seems perfectly proper to 
suggest that having regard to the peculiar economy in this 
province and the importance of the Oil Industry in that 
economy, any special work at the Provincial Univer sity 
devoted to the interests of the advancement of the Petroleum 
Industry should he borne by that Industry. 

In my submission, therelorey vue 
field price of 4% gravity crude should be immediately incweased 
from $1.20 per barrel to say $1.25 per barrel; thet the public 
utility, the Valley Pipe Line Company Limited, co-incident with 
the posting of the new price of $1.25, charge and collect a 
pipe line rate of 12% cents insvead of. 9 cents and that the 
difference of 3. cents be deposited in a special trust account 
to be held in trust -to await such legislation as may be 
indicated either (a) specifically validate and confirm any 


order of the Board of Public @tility Commissioners which may 
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have to be made to regularize the increased charge by the 
Valley Pipe line Company and (b) to impose whatever levy 

is determined to be constitutionally suited to accumulate 

the fund required to pay the anneal cost involved in the 
maintenance of the Board and the carrying on of the additional 
petroieom work at the University. 

I want to say a word as to what 
the pipe line saving Las meant to the refineries. 

Both Mr, Plotkins and Mr. Harvie 
mads some reference in their submissions to the considerable 
expense to which their respective companies have been put in 
appearing before this Commission and they rather justified 
on that ground the propriety of the retention ty their 
companies of the savings which they enjoyed by reason of 
the lower pipe line rate without eny increase in the field 
pri ce, In/view of that it occurred to me that the Commission 
might be interested in knowing precisely to what extent each 
end every refiner in Alberta and Saskatchewan benefitted from 
the lower pipe line rate from the period commencing July ord 
and which will continue up to the dete of any increase in the 
Tiohoa price of crud6., 

And these are the figures, 


celculeted up to the latest approximate date, namely the 


VY 


30th of November last. 


. 


Tne Alberta Refineries; the 


Imperial Calgary had a saving of #64,949,.94; the British 


American at Calgary had a saving of $32,939.17; the Lion 


Oils at Calgery had a saving of $2,559.26; the Gold Standare 


Oils at Wainwright had a savings of $681.44. 
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There was a total saving to 
Alberta refineries from the fact that the pipe line rate 
was decreased, the carrying Pete was decreased a the 3rd of 
July and the price of crude was not increased, the Alberta 
refineries enjoyed altogether a saving, a benefit of 


101,129.81 


| Go to Page 13,109 ) 
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MR. FRAWLEY: { And this is what the refiners 
outside of Alberta enjoyed. The Imperial at Regina, a 
saving of $84,314.64; The British American at Moose Jaw 

fae ,050. 71> The Anglo-Uanadian at Brandon, $5,708.82; 

the Anglo-Canadian at Humboldt; or perhaps it is not the 
Anglo-Canadian, anyway the refinery at Humboldt, $845.20; 
Consumers’ Co-Operative Refinery at Regina, $6,293.68; 

Eston Refinery Company at Eston, Saskatchewan, $1,212.00; 
Sterling Refineries at Yorktcun, $1508.16: Northern Petroleum 
at Kamsack, Saskatchewan, $1,079.68; The Highway Refineries 
at Moose Jaw, $1,981.28, and the Highway Refineries at 
Saskatoon, $1,678.08; The refiners outside Alberta enjoyed 
@ saving venefit of $126,672.31, and in all the Alberta end 
easkatchewan refiners had the benefit of $227,802.12. It, 
perhaps, should also be mentioned that the Royalite Oil 
Jompany, wags. also put to gome expenss in connection with the 
Commission. Tt should be borne in mind, however, that the 
Royalite reaped large benefits by reason of the fact that 
the reductions recommended by this Commission on the cord 
March, 1939, were not translated into legislation until 

15th June, 1939, the date of the proclamation bringing into 
force the Pipe Line Regulation Act, and were not put into 
erfectluntil Srd July, 1939, the date of the Order of the 
Board of Public Utility Co: 1issioners. 

A calculation by Mr. Gottle 
indicates that the delay in making the pipe line reductions 
effective resulted in a saving to the Royalite Company of 
approximately $125,000.00, being 5% cents per barrel on the 
total pipe line throughput in the months of April, May and 


June, 1939, together with 2% cents per barrel on 50% of that 
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throughput, which is estimated to have been loaded into 
tank cars. 

$125,000.00 should be sufficient 
to amply reimburse the Royalite Company for any ccsts 
incurred in gonnection with this Commission. And so 
Similarly I say that the $64,000.00 at Calgary and 884,000.00 
at Regina should he sufficient to repay the Imperial for its 
costs. The $32,000.00 at Calgary and $22,000.00 at Moose 
Jaw should be sufficient to repay the British American. 
$2500.00 should be sufficient to repay the Lion Oil Company 
refinery and so I say that it is right and proper that when 
one knows that the pipe line saving of----- that the incre 
in the cost of crude which will be the resv.lt of the pipe 
line saving means as much money to the industry as I have 
indicated it means, that then it 2s Only right tiAG une 
Commission, through the instrumentality of which this saving 
has-eome to/them, this financial benefit has come to thém, 
should have its costs ‘repaid owt of the increase in the pipe 


tine. The mechanics of it, the increase of the price of 


at 


erudge and the. mechanics of it ig a matter of some difficulty. 
I have indicated that the most convenient and feasible way 

toms epose @2 tt is to do it. through the Valley Vipe Line 
Company and if an eal paee required. by the Board of able 
Utility Commissioners, an arly application a be made to 
the Board for the pur pose of procurizg From the Board 
whatever order if necessary, merely for the purposes of 
riving Glteat Go this submission ‘if. it should bé accepted. 
And if there is any question about that Order and in case 
there ghould be any question about it and upon the assumption 


that nothing should te left to chance, then there should 


ywery properly be special legislation to validate and confirm 
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any Order of the Board of Public Utilities Commissioners 

that would be made, shat would be needed to be made to 
regularize the mechanics which I have suggested. And then 
the legislation which will be brought down, it might be 
brought down as a result of a recommendation of this 
Commission, will need to provide for the raising of funds 

to carry on the work of the Commission. I do not say that 
that should come out, entirely out of the increased cost of 
crude, and that is why I have used this careful language 

"To impose whatever levy is determined to be constitutionally 
suited to accumulate the fund required to pay the annual 

cost involved in the maintenance of the Board and the 
carrying on of the additional petroleum work at the 
Diiversity." tt would seem to me that the obvious place 

to impose the levy would be on the pipe line because there 
it can be passed on to every branch of the industry which 
Z1e6 peyond the pipe line and in that way spread its burden 
equally upon all branches of the industry. If constitutional 
Aifficulties arisc in connection with any such tax then the 
consideration will have to be given to whatever sort of levy 
is constitutional and best suited to accumulate the fund 
which I have suggested should be raised. 

MR. COMMISSIONER LIPSHTT: Does that impose any portion 

of the expense that you rc-“er to on the refineries ir the 
Valley, Mr. Frawléy? 

MR. FRAWLEY: The refineries? 

MR. COMMISSIONER LIPSETT: In the Valley, if you put Sion 
the pipe line? 

MR. FRAWLEY: No, and that is why 1 like to 


be, and I have striven now for a year to be of as much 
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assistancd as I can to the Commission, and that is something 
that has given mea great deal of thought ard it is not 

any usé, with respect, my endeavouring to particularize 

as to what particular kind of levy it is which will be 

both constitusional and fair and equally distributed over 


the whole industry. Oertainly the refiners in the Turner 


Valley will be benefitted by the administration, by the 


Board which, in my submission, should be set up. Therefore a 
Porter or the’ cost, that portion of the cost should be 
borne by these companies. 

MR. GOMMISSTONER LIPSETT: You would increase the price 

of erude 83 cents, is that it, and give 5 cents to the 
producer and ©“ cents----- 

MR. FRAWLEY: No, my Suggestion is that there 
is cor ueed Go Tonger delay the passing on of this beneriy 
and that there might be passed on now some amount, I say 

SS eenus., The, the posted Tield price can be well increased 
now a. any time, as soon as possible to a dcllar am @ 
quarter. and } suggest that the balance ought to be put into 
a truss fund to abide two things, to abide the accumulation 
of a fund to pay the costs of this Commission and secondly, 
tO accumulate a fund to look after the administration of 

the new Gommission, and the. petroleum work ‘at the University. 
Now; the mechanics of it, *ne details of how it shall be 
worked out, I do not want to put too much burden on the 
Commission to have the Gommissicon - but perhaps that is 
putting too much of e burden on the Sommission to Sug zest 
wigy they, whtih the particularity that may be needed and 

the research mak may be needed, I mean research into making 


the Statutes and overcoming the constitutional difficulties 


and so on, that if they can pass on to the Lieutenant Governor 
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in Council the actual mechanics so much the better. 

I am very frank to say that at the moment I am not pre- 
pared to say that the tax on the pipe line would be valid 
and so I am not urging as a final submission that there 

Peete tas oO the pipe line. I only think of the pipe line 
because that is something that can be passed on in part and 
it should be a tax that is passed on and borne equally by 
the whole industry. it Will De very small Of aac. 
ultimately on each branch of the industry. 

MR. COMMISSIONER LIPSETT: Your proposal is that the price 
CrrctUcse pe increased 8 cents? 

MR. FRAWLEY: My proposal is that the prige sor 
Crute 0ce increased 5 cents immediately and that the 2 een ie 
abide, the 2 cents or such part of it as is left will then 
Ultimately be passed on in the crude price. It ig a 
temporary absorption of the 3 cents. Ultimately, more 


tiie HS eents will reach the producer in the form of an 


increased price of crude. How much I am unable to say at er 


the moment. 
MR. COMMISSIONER OLIPSETT: I think I was putting it in the 
same way, that the price to the refiner of his crude oil 
Will go up 8 cents. 5 cents of that goes to the producer 
and 3 cents of which will be collected from him through the 
pipe line in the increased pipe line rate, and that 4 cents 
Will be applied for the expenses of the Commission and for 
the expenses, in trust, towards the nucleus for the 
expense of the new Board, and the Chair at the Undverat oy. 
WR. FRAWLEY: That is quite right. The 
laid down cost to the refiner will be increased at once by 


the full amount of 8 cents. Perhaps I should indicate, it 


Pala 
: 


ants eg ¢ haneen, a ta, us 
sane ad Huey. wo 


| aia tO poe 0 ba 
mtd es g Me he Hs igo. a aa aaa ht ae aot iy beam! 
6 F280 Ne ay hase. aod RQ a8 palapeaine i tame ri sa 


et ms spear. an tet Paw) wes pansan a # aie a8t a we PAA - 
| (Hees oo, Sbeue MERE ja soay at | . Ast eubald sigh BBE 7 
| eteiagets oat te Gonont Meee Ae, abot anal ip 
' eh ad hogs ud Eawbuar Set ererg ARLE ee 
: | | | jednan | 8 ‘bgppetnnt Be epee $e 
IA nai ttt e! facony le i S RRvAST Roe | 7 
‘ mn wt baht aut yeas ar u nei ed age 3 ‘hopperont a, oigay | 
al Uf ts Prey He ye-dt Sn ogee fogs =) Gai kad or att abbia t 
f 8) ef Aegdoon: ah, as Re as Pawwna ee sapteriity Z 


hae ; a ' % a eee . ata Me ast a AG. bigage tte CEsTAgHOe | va 


He Yo sero Gar fl onyborsg at cane ibe zona a te 
Ro é . aly <r if i ~~ Thi Pee ay she j 
ro Meh oF Qycayl Bs 7 OM NOH genes % es oe 
e% Ve e's air eee : ; ain Tne x f ; j 


by 


as 


fee OST “ if a C8 paras * perms i 
rah, ay a ah i smn bs ane, gion, ., j 
tea & ge tise J tin da edt, hie soe 


| * fi Bei coxmuenets ai * 


-18,114- 
Cee nePraw.ey, K. OC. 
is just an estimate, but, perhaps, I should indicate now 
what the expenses of the Commission will be. As Mr. 
Cottle estimates, it will be somewhere arouhd between 
fifty and fifty-five thousand dollars. Now, Mr. Chairman, 
i wanted to make----to have a word to say about the 
personnel of the Board and then I am finished. In my 
Submission, one member should be chosen who represents the 
consuming public. Now, perhaps, I should Say a word about 
that. When I say represent the consuming public, perhaps 
it is more important that one man not connected with the 
industry and a person who possesses some knowledge, either 
how OF 4 person. capable of assimilating knowledge of the 
industry, should be appointed to represent the consuming 
public. Ohe member should be chosen from and by the 
industry representing the industry's point of view. and 
the Chairman should be some outstanding person to be selected 
by the Lieutenant Governor in Council, as they all will 
indeed need to be selected. Some person who would command 
the prestige of the whole industry and immediately command 
the prestige of the whole industry. I care not whether 
he ig an oil man saturated with the technique of the oil 
business or not. To me he has to be a man outstanding, 
commanding prestige and able, alert and keen enough to 
understand, in due course, the intricasies of this industry, so 
that he can usefully discharge his duties and with the help 
of the staff that will be assigned to him. I propose 
BaP ke ae that the Commission be equipped with engineers 
and advisors to discharge the duties of the various 
divisions, production, refining and marketing, that will be 


set up under it. So far as production is concerned, there 


WOM eda bal ehsites * ae 4 ome | 

Ai m= ai tat sote vena? alt . D 

i . avgwte 8 Diipore eotvense ae ae ae nee ' 

garners id whic en | sate paaipindt ehhh Se os 

apt i. “it “ae A ae een 5 sonal how “0480, a iat 

= a7 bet ste aie? i A ned phe ‘brned os 26 as 

Rishelaltied ait ay ne pewride al anvnte xedeit and ss . 

spate “one a sate 4 88 nt 190 «pom orliig oa 90 

Neubert tm oy Ce neAng septmuant ttt apeeongon NSB . peo 

eer Zz re hie siehk ictal RR fine aes taht sat eget 

REELS aR tna soartons OOH a RAND B nas 3 raat 

eH - yt Sy aeivicny: Or LTOL oh nee, ae event 298194 2.9: wet - 
Ms. wtit bagi | oH Neco Oe et eee 
a eS a ears a be tahoe ge ot phepate a | 

| ase a ner mp a ef plone. sri Be Te: 


« 7 7 
‘he, Sanitaria ae he is a; sree! ee ‘a, snbsagnoagat’3 7 7 
ee a tie un oe ae Gee, : one m0, les hoe Og : biaage. opt Mei 
, ha =i ‘i 4 ia Le oat - 7 
~ ; i ¥ : t ‘ie » rpebet se tn 4 oe ie Like t me i i a sony pod: ee Pe at i . 


1 Snesaienrieater: Be Eeeeswe Cher fenaegmiity : gS 7 _ set salen od. et shoe ot. 4 


MESO PIP aod ie sae ae sce ef at oat. To, 
F / i Fd vee a vu " fhe 
fe ee ii Aah ow. et ey wae ty: yl Leptin tat oigdy. itd ‘to. a 


Fy iy E Th ioe a 
fen age an pat. sate fot eaprae ane Tans 
a ‘ional af un: A Pe se: sl oS cs ast 9, ong ac “hae ee 
y oon ee | \'® 7 ’ = 


vit Saban, 088 er eakbe aa! 


? 


| panne hii ho rosa, at 


~ @ 


-~18;115- 
lrel.minanley, kK. C. 


will need to be, as there now is in connection with the 
Conservation Board, technical engineers to advise, and 
other competent ene: goers to accumulate data and the like. 
In connection with refining there will need to be such 
statisticians, there med be no absnlute water —ti ght 
Gompartments between these divisions, but they naturally 
would have their several duties to perform. mee in 
connection with refining there would need to he someone 
with some knowledge of the accounting at least and indeed, 
perhaps, of the technical side of refining. I do not 

know that there would need to be assigned to the Board 
permanently a refinery engineer but there would have to be 
available to the Board from time to time for the advice and 
information of the Board chemists and petroleum engineers 
Adereauired. In connectign with marketing, there would 
have to be @ competent cost accountant and a eompetent cost 
accountant in connection with the work of refining too. A 
Competent cost accountant in connection with the work of 
marketing, and a staff to look after the routine of licensing 
and all that, just such a staff as is presently discharging 
the functions in connection with the agencies jshat are now 
carrying on this work but in. a devious way and in their om 
separate compartments. In my submission, they should be 
brought all together under the aegis of this Commission. 
Mr. Ohairman, I think that concludes everything I want to 
say in making my submission to the Commission. 

THE CHAIRMAN: Thank you, Mr. Frawley. 

Well, Mr. Fisher. 

Cele ae eee LOHR I represent the following 


companies: Model Oils Limited, Spooner Oils Limited, 
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W. C. Fisher. SG 
George Harris, Davies Petroleum Gimited, National 

Petroleum Corporation Limited, Model-Spooner-Reward, 

and Reward-Spooner-Model. Those are all independent 
companies. 

MR. COMMISSIONER LIPSETT: They are all producers, aren't 
they, Mr. Fisher? 

MR. FISHER: Yes, all producers, During the 
past few weeks we have hed a few meetings among the 
independents to see if we could be of any assistancs to 

the Board and have any suggestions to make. I have’ prepared 
a short address, which I will read re the Commission, 

First I wish to comment upon 
one statement which evidently was made by Dr. Brown ata 
recent sitting of the Commission, to the effect that the 
Model No. 2 well, producing about 18 barrels per day, was a 
Worl Wiec Could be sconomically produced in Turner Valiey.s 

f can definitely say thet bars 
well cannot be operated as a unit and pay operating costs. 
Highteen barrels per day will barely pay the wages required 
for the men to operate the welil--let alone pay taxes, 
royalties and operating costs, 

The independent operators in 
Tarner Valley are very much worried as to where pro-ration 
is leading. ‘Je see nothing but disaster ahead unless the 
system is changed. 

You may ask "What is pro- 
ration doing"? and I am going to read to you a news 
summary which in my opinion sets out correctly exactly what 
the Conservation Board is effecting by the measures it 1s 


taking from time to time and in particular the order made on 


December 22nd, last. 
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| I have a news item nee | 
the original: 

"Under a Conservation Board 
order effective December 22né4, allowable production of Turner 
Valley oil welis was cut from ap oroximately 14,500 bbls. 
to 12,000 bbls. daily. The cut is a temporary measure 
designed to relieve an accumulation in field storage tanks 
resulting from testing operations at recently completed big 
producers, and to provide for production anticipated within 
two weeks from four wells now in the Madison lime. There 
has been no change in market reouirements to cause a downward 
revision in production (authoritative sourees consider the 
former 14,000 bbl. quota the approximate low in Vinter 
Period demands), but as testing at new producers has brought 
actual production in recent weeks well above this figure, 

@ temporary cut is necessary to absorb the accumulation." 

The independent producers have 
on numerous occasions requested permission from the Conserva- 
tion Board to run their wells at reasonable production rates 
to allow the surplus oil produced over and above the allotment 
for sale to be stored during December, January and February. 
There are now at least fifty thousand barrels storage 
available for this purpose in Turner Valley. Héecaerdless oF 
this fact, the Oonservation Board has refused to allow 
independents to store their oil in the field and has further 
reduced production by way of preparing the storage of the ¥ 
major companies:for the production of wells drilled by the 
major companies coming into production in the next two months. 

The inevitable result is that 


the share of the preduction of the field to which the 
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independent operators are entitled ig being reduced and will 
be greatly reduced during 1940 and will be practically non 
existant in 1941 and 1942, provided the present Hate of 
drilling i8 maintained by the majot edmpanies. 

This reduction in production, 
1G Is ineediess Tor me to point cut, is made in “the face or a4 
demand by the Winretes of agriculture of this country that 
the farmers put in crop every available acre of land this 
year-- that there may be made available in Canada fuel to 
Supply the largest number of aeroplanes ever gathered together 
for training purposes and there is no other oil field from 
Which supplies can be obtained in Canada. Hor every parre 1 
of oil that cannot be produced in Canada during 1940 the 
Foreign Exchange Board must provide foreign money to pay 
Vows 16 of course, “beside the pointy but “ve eyor thy 
em Hove that! the Conservation Board itself is not déaling 
with the matter from a national and economic viewpoint. 

You wild recollect that ain ay 
evidence before the Commission and also other independent 
operators, we indicated that we were agreed that conservation 
on sound engineering principles is a necessary element in 
the proper operation of any oil field. We emphatically 
stated howeyer that conservation based on a pro-ration, as 
admitted by the Gonservation Board itself, is not fair or 
just to the independent operators. 

{t is not possible! ot set cur 4 
scheme that will have ae Bfiechlor clirins slew Lier 
we do Wathiowé that some hore equitable system of pro-ration 
can be operated than is now being carried Cutie). SS Wey eos 


Constructive suggestion I would place before the Commission 
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the following principles 
(a) That the allowable from time 

to time be divided among the crude oil wells equally. 

The surplus from any well which cannot produce its share 

would again be divided among the wells capable of producing. 
Taking the present allowable of 12,000 bartels divided among 
93 wells-~each well would be given an allowable of 130 barrels 
per day. There are about fifteen wells which cannot produce 
this amount of oil and the Surplus created by these would be 
added to the balance. 

(b) There is much evidence before 
the Commission, to the effeot that the placing of excessive 
back pressure on the crude oil wells creates increased. gas/oil 
ratio which in other words means that the field when 
producing 12,000 barrels per day wastes two or three times 

We macho cact per barrel as when it is produced at ~24 000 

or 20,000 Darrels per cay. 

Ags an alternative to the abae 
seheme there could be instituted regulations covering the 
humoer Of wells to be drilled from time to tims. 

Under the present system no 
one is endeavoring to obtain a market except the refining 
companies and the reason for this is because no independent 
operators are allowed to accumulate enough oil upon which to 
base an offer to prospective purchasers. 

We suggest that a permanent 
Board be appointed to handle all matters pertaining to oil 
and that the Board consist of three or five operators from 


the field. 


It is a question of who would 


be the members. I think that the Chairman should be from 
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the Government and we would have three or four operators 

and that would be quite sufficiehti The Ghairman would 
operate it ané consult with the Operators whenever needed, 
meeting perhaps once a week, would be all thet would be 
needed. It would be pretty expensive the way it is going 
NOW. In this scheme I suggest you can see that everybody 
ean carry on its business. It is only temporary because 

if a new field comes in we are up against a difficult o 
proposition, but at the present time the oil you have in 
Turner Valley is not any more than what you need for the 
present market. Et 1s over 7,000,000 barrels thie years 
which is over £0,000 barrels a day. But in July we produced 
Ba, UU) Darre ls (and tow we are down to: 12,000 barrels.” “hes 
cuts wells like this Modeal Spooner No. 2 to 44 barrels a day. 
Ei tiecewell is operated around 150 barrels a day it ean 
operate with a gas~-oil ratio of about 1 barrel to 6,000 

Coe oe eer, 0DUl at 44 barrels a’day it goes up to 16,000 
Subic Teeu. e Weil that goes four or five Numiredarred 

a day, you can reduce its volume later on and you do not 
waste so much gas. When you get closer to the gas-c4p these 
wells when you close them down to around 40 or 50 barrels a 
day you are starting to waste gas and you will not get all 

the oil back. There is in storage 460,000 barrels. That is 
practically only a month's supply an@ here we have the oil 
down there and there is lots of storage down there with no 
oil to put in it. ‘We have asked the Board,in fact the Premier 
himself and the Minister both said that they thought it was 
advisable that we should have this pro-ration raised to 

about Oa 14 or 15 thousand barrels, and all of that that 


ig not sold for the market that we allow it to be stored up 
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and then we can get busy ahd try to get a market and try 
to keep out some of this .ontana oil that is going into 
Saskatchewan. I advocated that, I believe, before. So 
that is all I have to say. 

THE CHAIRMAN: Thahk you, Mr. Fisher. Now, 
you have Ssométhing more to say, Mr. ttéien and Mr. Harvis ,; 

I presume? 

MR. NOLAN: Well, not very Wien? ir. 

The conduct of ir. Frawley's argument has been such that we 
have beer permitted to draw to the attention of this 
Commission and Mr. Frawley the portions of the evidence we 
feit were of value as we went along. 

THE CHAIRMAN: Do you think, Gentlemen, if we 


start at 10:30 in the morning we will finish in the morning? 


MR. NOLAN: I am certain we will. 

MR. HARVIG: I am very anxious to be finished 
by noon. 

THE CHATRIAN: Having regard to what you know 


how long your argument will take, I suppose you cannot speak 


for Mr. Nolan----- 


MR. NOLAN: Mine will be very brief. 

THE CHAIRMAN: How long would you expect to take? 
MR. NOLAN: Oh, I would think halt*an Douce 
THE CHAIRMAN: it, Hervie? 

MR. HARVIE? Not very long. 

THE CHAIRMAN: Mir. Plotkins? 

MR.PLOTKINS: | I think I will be about five 
minutes. 

MR. HARVIE: ivr. Mahaffy and Mr. MacKenzie 


also wish to speak. 
THE CHAIRMAN: Te we start at 1L0.30pamk sac 


till 1:00, you are satisfied we need not go on any more to-night. 
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We Gel shor. 


You will understand if we do not finish by noon we will 
gO on in the afternoon? 

MR. HARVIE: i wonder if it would not be 
possible to start a little earlier? © 

THE CHAIRMAN : I made an engagement about a 
week ago for 10:00 o'clock, not expecting I would be here 
to-morrow and I am afraid I have to keep it. However, we 

Gan cover tit half hour by my suggesticn of sitting till 
POO ane Une, Mor nine . We will lose no time in the morning. 
Time Rave to, we will sit in the afternoon, but I am hopeful 


that we will be through. 


(at this stage the Hearing was adjourned until 10:00 A. M. 


20th December, 1939.) 
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12th day of October, A.D. 1938, to inquire 
into matters connected with Petroleum 
and Petroleum Products 


Commissioners: 
The Honourable MR. JUSTICE McGILLIVRAY 
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—and— 
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10,50 A. M. Session, 
SOth December, 1959, 


MR. CUTTLE: Mr. Chairman, I have several 
Hxhibits which I would like to file, 

The first is an Exhibit @imiier 
Poona th “755. Exhibit "733" is a breakdown of the 
refinery price of 8.66 cents which resulted in a profit of 
«66 cents per gallon. 
MAJOR LIPSHIT: It is a breakdown of what? 
MR. COTTLE: Of the refinery price of By6s6 
Govis por gallon which resulted in a net profit of .66 cents 
per gallon. The ixhibit I have prepared is the same as 
Exhibit "7535" but gives effect to the increase in the refinery 
cost of crude oil of 2 cents per barrel, which increased the 
GOs) OL faesoline-,09 cents per gallon, For convenience I 
would suggest that this Exhibit be made Exhibit "733" (a) so 
that the two would be right together to avoid confusion. 


THE CHAT RMAN: ALi rien. 


(STATEMENT PRODUCED HERE MARKED 
PIR IT 8735" “ta. 


MR. CCTTLE: For the record the incresss oF 
“89 cunts wes arrived at by increasing the erude cost of 

5.18 cents per gallon of gasoline by 1.85%, that percentage 
being the relationship between 2s cents per barrel increase 


in cruie cost and the previous refinery laid down crude cost 


of $1.35 per barrel. 


The next is an Exhibit similar 
to Exhibit 734" end I suggest it be made Exhibit "734" (a). 


THE CHAIRMAN: All right. 


(STATEMENT PRODUCED BY MR. COTTLE 
HERE MARKED AS EXHIBIT "734" (a).} 
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MR. COTTLE! ; Exhibit "734" is a breakdown of 
the tank wagon price of 16.03 cents per gallon which resulted 
in eae net profit of 1.32 cents per gallon, I have prepared 
this Exhibit to show the changes resulting from ¢he reduction 
in tank wagon prices in July and October and the change in 
allowances and the new Exhibit results in a profit of .81 cents 
per gallon instead of $1.32 cents as shown in Exhibit "734", 

So that the Exhibit mey be complete 
‘I am filing a few other sheets which will support the changes 
made in arriving at the figures of Exhibit "734" (a). 
THE CHSTRMAN: what do you suggest about these, 
Pearolpetyoa (b)? 
MR. COTTLE: No, I do not think that is necessary, 


iPei toecenvenient it could be made Exhibit "734" (b). 


THE CHAIRMAN: Does it refer to Bxhibit “Yeoas 
erly 
Re GOLrLIEs No not necessarily. It really refers 


to the new Exhibit 6528" and it will be a little awkward to 


go back that far and make it Exhibit "652" (a). 


THE CHAIRMAN: Yes. 

WR. COTTLE: So perhaps it could be a new 
Exhibit. 

THE CHAIRMAN: All right. 


(DOCUMENT PRODUCED BY MR. CCTTLE 
HERE MARKED AS EXHIBIT "745". ) 


THE CHA TRMAN : And what is this Exhibit? 

MR. COTTLE: Expibit 745" which DL mow offer i¢2 
a sheet handed to me by Mr. Helverson when I gave evidence on 
Pages 14,746 and 14,750 of Volume 132; it explains the 


change in allowances caused by the reduction in priee in July. 
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It is a sheet which Mr. Halverson prepared, identicel, not 
identical, the same manner as the table given on Page 14 

OF Exhibit "315" and Exhibit "315" is one of the Volumes 

of Mr. Halverson's brief, the "Price Structure", c 

offer this sheet which he then gave me as Exhibit "745", 

MR. PLOTKINS:> Mr. Chairmam, before Mr. Cottle 
goes ahead and files the o ther xhibit, may I ask a question 
in connection with Exhibit e744" showing the realizations 


arter giving effect to the last price cut, Exhibit "734" 


MR. COTTLE: Benoa 754! vend "754 Wee 
MR. PLOTKINS: Genito tp 754" Ce i vous ay eybe 


net result is now to give a profit to the Imperial of how 


much? 

Ma, "COLT: -6l cents per gallon as a marketing 
problem. 

MRS PLOTKINS: And that hes nothing to do with 


the crude end of it. 


MR. COTTLE: No, Exhibit "733" 1s the wma. 

MR. PLOTKINS: 4nd whet is the new figure now? 

MR. COTTLE: The new figure for refinery profit? 
Me. PLOTKINGS: Yes. 

MR. COTTLE: eon. 

MR. PLOTKINS: And if effect were given to 


Mr. Frawley's suggestion to increase the price of crude, that 


egain would be chenged? 
MR. COTTLE: No, that is considered in Exhibit 


\ 


w7Zae (a), Bxhibit "733" (a) is prepared on the basis of 


inereasing the refinery laid down cost of crude oil 23 cents 


over what it was prior to July 3ri, at which time the pipe lins 


rate was reduced. 
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MR. PLOTKINS: On Wheat, basis. or pricessfpoebs abhe 


refinery for crude have you got in there? 


MR. COTTLE: 15S? Be 
MR. PLOTKINS: And today the cost is what? 
MR. COTTLE: aoe 
MR. PLOTKINS: Plus the premium. I mean the 


adjustment, so it is practically $1.30 and that means you 


it 


have given effect in that statement of 74 cents a barrel. 

MR. COTTLE: Not the 8 cents per barrel 
increase over the laid down cost today but the 24 cents 
1ROTeEasesOVeoresthe laid down cost prior to July Srds 

MR. PLOTKINS:; Thank you. 

MR. COTTLE: You see Guhibit "735" was prepared 


Sivevemmadis Of Crude prices prior to July 3rd, 


CHAI RMAN: Exhibit "745" has been filed wna 


| 
oP 
ea 


now what is the next? 


MR. COTTLE: The next is an Exhibit prepared along 


thevseme, lines as Fxhibit "652". 


(STATEMENT PRODUCED BY MR. COTTLE 
HERS MARKED AS EXHIBIT “746". ) 


THE CHAIRMAN: What did you say Exhibit "745" 


referred to? 


MR. COTTLE: That refers to page 14 of dxhibit 
Wa Lov - 
THE CHAIRMAN: Yes. 


Mee UCTILS: Now Exhibit "746" refers to ExhiDit 


nese" 

THE CHATRMAN : And what is it’ 

MR. COTTLE: And Exhibit "746" is a revised 
estimate prepared by me, to relate the new tank wagon, the 


new Calgary tank wagen prices to actual realizations not giviug 
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effect to the price changés, Uxhibit "652" shows the computation 
based on tank wagon prides of 19 cents for Ethyl, 164 cents for 
3 Ster, 14 cents for acto, giving an average tenk wagon realiz- 
eGinn of 16.03) cents. 

Lxhibit "746" has been changed 
to show the computation based on tank wagon prices for Esso 
18 cents, 5 Star 16 cents, Acto 13 cents, which are the posted 
prices in Calgery today; thet gives an average posted tank 
wagon price of 15.28 cents instead of 16.03 cents. 

Another change in Bunibit "746" 
is that allowances have been reduced from #49,450.83 to 
Pile, OL. 70: that information comes from the Exhibit I 
have just filed, Exhibit "745" and was referred to by me 
in Volume 132 Pages 14,746 and 14,750. 

Another change is the addition of 
additional freight in excess of tank car rates, $12,650.00. 

the item of »12,650.00 was explained 
Dye Nee Halverson 1n Volume "167" Page 15,893. Tt is an eddit- 
jonal freight absorption resulting from the chenge in the 
freight rates lest July and the change in the tank <wagon prices 
throughout the province. The increase is due to the agreed 
charges rate requiring the Imperia, to ship more goods on 
[ero .e faves snd discontinue | trucking. 

That reduces the relization shown 


on Exhibit “652" from 14.55 cents per gallon to 13.90 cents 


per gallon. 


The next wxhibit 1 have prepared 
is @ computation of reduction of earnings by the 1939 price 


reductions besed on 1939 zallonage. 


(STATEMENT PRODUCED BY MR. OCOTTL:& 
HERE MARKED AS EXHIBIT "747". ) 
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TH CHAIRMAN: Does that refer to any previous 
EXOEDLG? 

MR. COTTLE: Ee Sart. 

THS CHAIRMAN: How can it be shortly described 


for the purposes of my notes. 

MR. COTTLE: You can describe it as a reduction 
in earnings caused by 1939 price reductions, The: rasult as 
wereguction in sarninegs of ©110,359,53: which reduces the 
return on the investment to 7.56%, and that is all I have. 

THE CHAIRMAN: we did not ask you to, Mr. Cottle, 
but we want you to know that you are free to make any observ- 
ations you see fit to make with regard to what has been said 


Ey Mrs ’fisher enc Mr. Mahaffy in the last 24 hours. 


MR. COTTLE: IL think I have nothing to say, sir. 
THE CHAIRMAN: Very well. 
MR. FRAWLSY: Weil, we will hear what Mr. Nolan 


has to say now. 

THE CH AT RAMAN: Very good, itr. Nolan. 

MR. NOLAN: Mr. Cheirman and Mr. Commissioner, 
I have been directing my attention to a matter which erose in 
the course of the argument as to whet position this Commission 
would find itself in were it to discard the evidence which is 
before it and what would it have to turn to, in order to assist 
busela in its Geliberations. 

Pfound very Little of help dm tus 
books,, I think, because questions of what commissions do or 
do not do are not reviewed by the Courts in this country and 
so we cannot look for judicial decisions on the question of 
what evidence Commissions have or have not turned to and used, 


but in the United States the situation is a little different 
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and I came across a case that was contained in the brief 
I presented at the time of the pipe line inquiry, it is 
the Ohio Utilities Company, the Ohio Utlilities Company against 
the Public Utilities Commission, 1925, 267 United States reports, 
Supreme Court Reports, at Page 359, That is the Ohio Utilities 
Company against the Public Utilities Commission, 1925, 267 
United States reports at Page 359 and that, Mr. Commissioner, 
was an appeal to the Uniited States Supreme Courts by the Utility 
Company from a judgment of the Ohio Supreme Courts which had 
in turn confirmed the judgment of the Utility Commission from 
which the Company had appealed. The Company contended that 
the rates fixed by the Commission to he charged by the Company 
for gas and electric services were confiscatory. 
Now the United Stetes Supreme 
Court reversed the decision both of the lower Court, that is 
the Chio Supreme Court and of the Commission, uphclding the 
contention of the Utility Company. 
The case is of some interest because 
it appears from the judgement of Mr. Justice Sutheriand, and I 
am reading from Page 267, I beg your pardon, I looked at the 
wrong page, I am reading from Page 360 of the United States 
Supreme Court; on the queestion cf “Property Valuation", 
Mr. Justice Sutherland said: 
i An examination of the record shows 
"thet the engineers of the commission made an itemized 
tinventory and valuation of the company's property, based 
ton reproduction value less depreciation, from which 14 
"appears that the aggregete fair value of the property for 
"rate-making purposes was $154,655.95, This valuation 


twas confirmed by the oral testimony or the engineers; 
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H. G. Nolan, K. C. 


“it was acquiesced in by the company; and we find 
"no substantial evidence in the record to the contrary. 
"The commission accepted the valuation of its engineers 
“in all respects, except that it rejected or reduced 
"the amount of the following items:" 

and then they are all set oui and I do not need to reed them 

but it goes on: 
ie The item of 55,000.00 seems t» have 
"been rejected upon the ground that there was no proof 
"of actual expenditure. Reproduction vaiue, however, 
"is not a matter of outlay, but of estimate, and should 
"include a reasonable aliowance for organization and 
"other overhead charges that necesserily would be incurred 
Pigereprocucing the utility. in estimating whet reason- 
Weably would be required for such purposes, proof of actual 
"expenditures originally made, while it would be helpful, 
“is not indispensable. ‘The commission's chief engineer, 
"explaining the appearance of the item in his report, 
‘called attention to the account system prescribed by the 
*commission, which, among other things provided that under 
tthe heed of “organization™ was included incorporation 
"fees paid to the government and other fees and expenses 
"incident to organizing the utility and placing it in 
'readiness to do business, attorneys‘ fees, cost of 
"preparing and issuing certificates of stock, etc. Aes 
ond testified thet the item was an estimate made as the 
"result of an investigation by the commissions engineer 
"on the spot. There was no testimony to the contrary ; 


“and the company, in view of the concession, evidently 
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"deemed it unnecessary to produce evidence upon the 
Pee in te." 
And then later on hé says: 

"That such expenditures in a substantial amount would 
mecessarily be made in reproducing the utility is 
VolLeart it is not suggested that the estimate of 
the engineers is excessive or unfairly made; and 
"the rejection of the entire amount cannot be regarded 


"as othem.ise than arbitrary.” 
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HovGe Molen, K.0., 


Mae NOLAN: Now i am not contending, 
Mr. Chairman and Mr. CGnmaissioner, that we are in any way 
bound by any rules such as would be binding upon proceedings 
of this kind in the United States, but thera is to be found 
in the reasons of the judgnent of the Supreme Court this 
thought, firstly, there was evidence given before this 
Commission which was not contradieted. The Compmy Me Aes 
rélied upon it. So he says it canhot bé described as 
excessive or unfair. Seéondly; the rejection of ftkst 
Ovidencs eannot be regarded as stl Giwise than arbitrary, 
and so the Supreme Uourt said that this Court below, tho 
Ohio Supreme Court and the Commission below that are bound 
by this uncontradicted evidences that came before it. 

Now perhaps the principle there might be applied here, 
because if I were placed in the position - well let mo 

go back. Mr.Frawl sy nas told us there is nc form or 
formality necossary about proceedings of this kind. 

We do not heve to sit in a roum such as wo areé in. IL 

take it we would net stop anybody on the strest corner 

and get their ideas about the oil industry. What this 
Commission has dono it has s@€; 4t has heard all 

tho evidence in a formal ranner. It will not take evidenco 
and it ye not take evijence from people who were not 
prepared to-come hero and support it on oath end submit 
thomselves to crocs-examinzs tion. Nov if I had had any 

jdea that this was not to be decided on the evidence that 
is before them now, then that should have becn made 
perfectly clear to me so that I might have taken any steps 
necessary to bring before the Commission evideace which 
wuuld have been acceptable to it if the present evidence 


is to be rejected. But as it is, agreeing as 1 do w ith 
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the evidence which has been placed before the Commission 
and acquicscing in it, I am left in the position of ha ving 
nothing olse to rely upon but the actual record in the 
case ccntained in the books of evidence before use My 
submission to this Comaission is that if theré is hothing 
unfair in the ovidence that hes been given; if there is 

ho’ reason on’ the face of ‘1t Yo rejoct it, why should it not 
be eccepted and why shotwld not wa all be bound by it. 
Because this Sommission has besn ecnducted in such a manner 
that everything that has been said has bsen said on oath. 
Witnesses heve come and have been cross-examined. I shall 
be placed, I submit,in a most difficult, in aw unfsir 
position if Iam not enzitied to rely on the evidence in 
which I have acquiesced and which was brought formally 
before the Commission. Now the other point I want to 

di rect my attention to... ce.6 

THE CHAIRMAN: What was the other case‘ 


You gave me a note of it the other day. { think’ this is 


hans TOLAN: Os 1 aes 
THE CHAIRMAr: This present one. 
MR. NOLAN: Yes, the other one was 


not important. I can give it to you again. MeCardie v. 
Indianapolis ‘ater Company, 1926, 272 United Statos Supreme 
Court at Page 400. 

Nov one of the matters 
which, of course, concerns me greatly as representing one 
of the ecmpanies ongaged in this industry, is the appoint- 
ment of a Board, and a great deal has boen saic about it 


both in the evidence and in the argument, which has been 


adduced by my learned friend, Counsel to the Commission. 


4) 
: wi i" 
acs i, . . o a ° ‘bbs ‘ 
ee ea iO ea aoe iD TEE OB rake * vil 
| rain ae 
eae ee iy ‘rut ail 
arn aah } ee : 


ae said hiv ey ‘py aadety ate aie i te ~~ fine 
at ow pee! 1 ane 
Pes ey Res tre ake “peed @é ait 


teat OR RR dT NO I Pete a ee Oe 7” eet 


Ph nite 
; ae Aa 
\ - 
eee ¢ } sive : par " = sh r ’ ere * th Pes, ¥ wae K amin uO, ak v Bt 
Sno agua teat Gee aes dont nd: et git nara 
i j i ie 
7 ee, wy ee : 
— wot eEneen’ haat Bee bone ene owed 98 i 
Reed “Ne 7 sf = j i 
et pad). te ea ie Atti’ na tin r ae ‘nat 
bf “a rer iE i wee hey WR ot De See ree ‘ite, ae . 
: Wee cae peo eg aor °° a ce he jctkanmpo a 6 sived 
; = ia oh Na A a ‘ — 
dar T thee vedi et mom addi 
; ; 4 - : Ue 
’ ~ ie 4 id . 
_ br be Saale sol fned du 
o f * | { . a ; - : 
i i 
oie ry ye) & who fe t-te Sy ‘otis | (an 
ie an eS 7a 
| ee 
cP | ' i 
’ ral ae a iA + i a 
- { y ty wee y i> 
as | jen in 
rs : a aoe ve ee ij gf ae Veh ee het 
| | a 
Gs Seley ah cer! ‘gekie “Mew oui? i yn ee) oa 


" ‘hg! | cath k Awe Ries a ve ey rs mae ei quip : an 


tuto ea ‘ait 4 as: etait sonia 


P= 
3 ~18,134- 


H.C. Wotan, &.C: 


+ ask myself this simple question: why do we want a Board 
at all? ‘;hat is theye in tho evidence before this Con- 
mission which justifies the appointment of a Board? Do 
any of Dr. Frey's four points arise? They do note He 
says that under these four points, whieh I won't reiterate 
now, I nave hearc. thaa so often, that if any of these 
Situations present themselves then he said is the time and 
the Only time. for Government interference or intervertion. 
And that is ail that a Board amounts to. Can it be said 
that the price is too high? The price of whst?? The 
refinery agoor price’ Certainly not according tc the 
cviderce of Dr.Brown. He says the price at the refinery 
door is fair anc is ressonmabic. Can it be said that the 
Nricevor relrinen products is too high? ne evidence of 
Dr. Frey is that thore is ncothing in the price strueturo 
So out of line that requires or demands a: y Government 
intervention. Is it the return on the investment? ‘Vell, 
in the 1938 operation we got 11.43%, on the Imperial 
operation in 1938. On the operation in 1%40, with the na 
plant, with a thvoughput of 4,750 barrels we are to get 
11.42%, and with the new plant and a throughput of 5,500 
barrels, we gct a return of 14.19,. Wov who says that 

is too high? Nobody other than i. Frawley. He says 
the rate of return should not exceed 10,. There is no 
evidence to support that. Those experts who have come 
here have said that that is fair and Dr. Brown was implicit 
and oxplicit about that, and said that there was no need 
for interference because the return on the investment of 
these companies was fair and was reasonable. My net 
profit in refining, according to Bxhibit "733(a)* is .59 


re 


cents per gallon, 59/100ths of a cent per gallon. My 
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net profit in marketing is $81 eents per gallon. 81/100ths 
of a@ cent per gallon: Is my return ohn my investment in 
marketing too high? Even Mr.Frawley sgrees it is not. 
It is 7.56%. Wr. Frawley goes further and he says we will 
put a top stop on that and we won't alloy you to cern more 
than 10%. He is fair enough to say "I de not think that you 
should be pormitted to earn less then 6," at the other end 
of the scale. Now I attempted in preparing fur this 
argument to pither togother the evidence which I thought 
was of importance under thy important headings. I am only 
gning to refer to one or two extracts because I have put it 
together and it is there for the Commissioners to read if 
you so dosireé. Dr. Brownssays:= 

WAny redurtion in the prices of gasoline at this 

"time by the refineries is something that is not 

"oa lied for.) L do not think there is “any point 

"where the price is so seriously out of line that 

"a definite recommendation should be made at this 

"tame Lor any reduotion in the prieco of finished 

"products. The operation of the two major companies 

"shows a Picture that is not unreasonable and thcre 


"should be no outsido intorference with it." 


Dr. Prey soyse:- 

"So far as I eam conesrned I do not ses anything here 
"in the gasoline distribution that is so terribly out 
Nof line as to fores a price regulation at every 
"noint in the structure, and that is what it amounts 
WHo bs Vv 

Hs says:- 
"Tn the marketing situetion in Alberta I do not see 


Nany indication that there is any necsssity for 
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“Government intervention. In Speaking of Govern- 

"ment intervontion I did not ceonfino my remarks 

"just to market tig I would say that my renmerks 

“would apply with ecual force to any part of the 

"industry." 

He seys:- 

"I believe we can get further in the long run if 

"tha Government will work with industry rather 

"than everlastingly threw objections in the way. 

NThis business structure ts veryscomplex. It is 

"Sensitive. Put your finger down on onc spot and 

"you start the planetary system going. I prefex 

"to throw as little interference in the normal 

"economic precescos as possible. I think that a4 

"situation must be drastic bofore it reouires 

"drastic action. Governtient intervention should, 

“undor no circumstances, be made unless conditions 

“ere such as to patently indicate the need for 

"Government interveation." 

But Mr. Frawley gives 

as a reason for the appcintment of the Board the necessity 
to whir up competition. Whip it up- It is slov. He wants 
it to hurry along. Now thers are twe ansvers to that argument 
of Mr. Frewley's. The first one is that in the language of 
Dr. Frey himself he tells us that we have to be a little 
patient about these things because it dees not happen over- 
night what you would perhaps want to happen. He says:- 

™ hile there may be people who are impatient 

"with the raté at which rojuctions are going on, 

two mist bear in mind we are desling with a 


"seographteal ontity and we cannot go much farther 
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"than to hope for an improvement in the economie 
"geography of the entity. 
M There ars economic 
“factors and various climatic marketing factors 
"that are working against the Province in many ways 
"and these cannot be overcome overnight. I cannot 
"see that the system here is particularly out of line. 
"I would rather not be complimentary than be compli- 
"mentary. But I cannot help but sey that I think 
“the 6conomic system is working and working quits 
"effectively toward the ultimate benefit to the 
"Gonsumer, and that es prices now stand I cannot 
"see that there is anything radically wrong about 
"them. I donot ses anything in the prosent situation 
"that is so completely out of line as to necassitate 
"Government action as drastic as utility regulation. 
a think thet all competition must be immediately 
priee competition. Prices ultimately reflect tha 
"total of competition of the compstitiyes effect and 
“not the price offect." 

But what perhaps is a 
little more important to me than that is this, the sviaence 
bofore this Commission is to the effect that regulations 
tend towards rigidity. Now on¢e you have rigidity you 
are not going to have that free and open play of thes 
competitive forces that my friend, learned Counsel to the 
Gommissior, sc earnestly desires. That is his theme. 

Tha t is what he says agsin and again, free and open play 
of competition. Nw, in my submission, on tke ovidsnce, 
tha moment you interject the brake of a Board into that 


competitive system, which is operating in this Provinces, 
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you wil] then and there produce rigidity because that is 
the effect of the roguletions. May I just give you perhaps 
one or two excerpts from Mr. LeSuour's evidonce, and ir. 
LeSueur, may I say Mr.Shairman, is a man who hes Spent a 
great many years in this industryi He knows what he is 
talking about, 1 submit. He says:- 
"Apart from conservation which ts a beneficial 
"measure, regulations and cores for ills, that 
"usually loom larger than they really are, are 
"negessarily artificial and tond to contravene 


“Nand restrict free competition in the industry. 


"Free competition over the long swing will tron 
Nout and ecrreet conditions prejudicial to the 


"public interests. 


"The prudent function of Government is to inter- 
"fore as little as possible with the free pley of 
“Niegitimate competition which we feol to be the 
"soundost ana most effective way of assuring proper 


“treatment of the public interest. 


Meare in fevour of co-operation between Government 
Yend industry and any measures which introduce 
"rigidity or interference with initiative and natural 
"play of competitive forces are harmful and to be 


Navoidede 


"NWegislation is more likely to hempor than to aid 
Nthese forcos Which under oxisting conditions 
"aro serving to produce the very results which that 


"legislation would probably be intendod to aecsom- 


NplLish." 
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Dr. Frey in many 
places in the evidence will say that there should be no 
rigidity, that competition should be allowed to work at 
all stages and anything that tends towards rigiaLtvy Rs, 
in his opinion, to be deplored. 

So my submission to 
the Commission is simply this, that if we are going to 
interjedt into this picturo in this Province, of this 
industry any regulations woe are not going to whip up com- 
petition at ajl. On the other hand we are going to bring 
into operation a Board which on the ovideanco L submit will 
tend towards rigidity. 

Now another difficulty 
in Mr. Frawley!s position is this, he says guite frankly 


x 


to the Commission "I am against price fixing. I do not 
Want price fixing." He says that if you go down the foud 

of price fixing there is qa building at the end and it 

has Public Utility written across ite He does not vant to 
go down thatroad but he says in his sxpmission “Let us 
give this Commission, this ne. Commission to be appoinied, 
Ist us give them price fixing powers." Voll, is this q 
sheep in wolf's:clothing? Is it a wolf in shsep's clothing? 
Are we to have a Board with price fixing powers, and is it 
to be expected that it is not to use thom? My submission 
to this Commission is it is a very dangarous thing vo give 
this Board this power, the reason being as Dr. Frey puts 
it so well, that when you begin to interfere, when you 
vagin to exercise some control, you find that that control 
extends itself all the time, and that in the end, in his 
wn language,"You do not have a business management but 


you have a Government management." Now I have said all 
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along that we do not want a Board at all. ‘we think we 

can get along perfectly well without one. But we say 

that porhaps if we are to have ono, lct us have a Federal 
Board. Mr. Frawley says the geography is against that, 

and he says the Tarif? Adt might have to be amended. I 

see no serious difficulty in the way of amending the Tariff 
Board Act. But in any event there is now there a Federal 
body which has some knowledge of this industry, and which 

in our submission to the Commission, is fully competent to 
discharge the duties which it would be ealled upon to 
discharge. Now, I appreciate that we ere a long way from 
Ottawa. But on the other hand the evidence is that this 

fs not a Provincial matter. There is no magic in the fact 
that this oil field being in Alberts, that this industry 

is simply provincial wide. Because it is note My refinery 
Serves Alberts, Saskatchewan and Britieh Columbia, and you 
cannot tie this thing down to Provincial limits no matter 
how badly we want to. Dr. Frey says that in marketing if 
you find something that is evil or an abuse in one Stete 

it is to be expected it will be found in adjoining States. 
But my point is simply this that tho oil that is produced 

in the Turner Valley while it begins it does not end as a 
refined product in this Provines, and that the only practical 
way to work out any difficulties that might arise in 
connection vith this industry isto appoint a Board which 
would have jurisdiction over more than one Province. 

THE CHAIRMAN: Does that argument 
involve giving this National Board ¢ontrol over such 

matters as conservation and pro-ration% 

Ww. NOLAN: I would loave conservation 


and pro-ration exactly where iy LS. "D. s66 No rea son to 
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doubt that it is functioning properly. However, we have 
not had very much evidence about that. Under my friend's 
schome we are going to have a Board ereated and “ive it 
conservation duties and give it trensportation dutiss and 
give it refining and give it mrketing. There are three of 
them. The Board the t is Set up I Gcubt very much if they 
will be able to accomplish the good that is expectod of 
them. Now Mr. Frawley was good enough to bring to the 
attention of the Commission the uritings of some learned 
aothors on what perhaps I might call State actiun and 
Laissez-fairo. These are very interesting. I am quite sure 
that there are an equal number of economists whe will 
express the opposite views on these matters if one tcok 

the trouble to look for them. But my point is this that the 
question cf State Action nr Laissez-faire is something that 
has to be decided not as a ge neralizstion, nct as a theorotical 
or hypcthetical problem, but having regard to the condition 
of the particular place in which you are making your invest- 
igation.. Because I find that Mr. A. ©. Pigou, at Page 127, 


expresses it quite well. We says - Mr. Frawley read it to 


you. 
MRR FRAWLEY: That is the same pege I 
read. 

MR. MOLAN: Yes, that is how 1 
heard it. 


"Tus from two sides we are brought to one 
Ngonelusion. Inquiring how far the free play 
Nof private self-interest makes for social 
"advantage, we find that it frequently fails to 
"do this, but that there are many different forms 


Nand many different degrees in its feilure. 
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"Inguiring how far Government is fitted to 

"take action against these failures, we find 

RL ASut its fitness to do this varies, not only 

"in different places and different times, but 

"also as between interventions directed against 
wow cer oat Jinds ote fa iliure. The moral is plain. 
"The issue about which popular writers argue - 

"the principle of laisser-faire versus the principle 
"of State action - is not an issue at all. There 
"is no principle involved cn sither side. Hach 
"particular case must be considered on its merits 
Yin all the detail of its conerete circumstances 
"High-sounding generalisations on these mattors 

"ere irrelevant fireworks. They may have a place 
Nin political perorations, but they have none in 
"real Life. Accumulation of evidence, the balancing 
NYof probabilities, judgment of men, by these alone 
"“oractical problems in this region can be success— 


“fully attacked. i 


I submit to this Com- 
mission that what we did here, what was set out to be 
accomplished was the accumulation of evidence to attack 
the problems which presented themselves and which arise 
out of this industry. Having done th-t, having accumulated 
the evidence, there being no prineiple involved on either 
side, having accumulated the evidence we turn to what 
Dr. Frey says. ‘o6 turn to what Dr. Browi said and perhaps 
we may be permitted to turn to what the industry says 
about this, and they say that there is competition here; 


that there is a state of affairs whieh in no way requires 


. 7 the 
vee 
ren wd an ey fa © cael a 
Re PL SRI 
: ty a! 
Cnet hn pawii batt souls 
ath Yat. habcey eb: Bh ee 
Ww ery 
ta ADM. Sao rahe kn, phn: Miah >. ath 
(thea bakeeeen,. snuttnieni ied. aoowi as thee | ae | 
ve iat) oo al adt wangiet. Ais “Ly sbata 90 a cae yee 
ciety ert w eto, Lobe sone gamete a Hae 
.o 
Ly bepedare. Galt: rey ontetenpaatal ‘0 ns amen: ai sue 
af aa ny > es 
pesettt’ oh In Ve) eeee. oe POR er “ Aas pe. oes <a 
‘hae 
~ fee youn ey! ay pa. ae nev and; by oladnat aa. oe o " wee 
, ai iL 
Shition. oe We. tdi Whe for of: feyn aan ve Tungdt ra i a 
en ie Gees aaee: 7 
uci eae big. Oy cee ine ett. 1: Ateted one: He, ati TIT NH) 
are al wee tp ano ts ee Lanopey. 8 haw , 
angi. hotind “bem out ¢ alee cag: vA Seanad ate ee oe 
a hive, 29 eh. Kuths vid (aot? tae Fepitt son: ae ey 
ei tere} (; - wd hist ny y i "et Nols mi vmyynee pth found Fr ts a Ls a 
; oes a Tay» V4 ris 
ot Yoke & be wey a , a ea 4 +9 tm: is ae Gaps ssousong te mae at 5 
mia DAY aE od 0.0. nae atid al eaeitont: 4 nobse S$ it) fiat 
> ‘ i neon vi 


i“ An el = 


eee chit oy wee a 

a ae soe ade? ape tod ‘hab a tea 

oe ee “pea Pre se <a) Aets, aaa soe . 
Tae tment he hea poor eseawld meee 

est oe phrret ft At ln ie 7 f 
EEE Ai Diwkovend ae pales oa di 
i catia a wits _ atht gota 

saat ia 


> ut ee, Aa 


Tel 
12 


H. G. Nolan, K.C. “16, 143- 


any outside interference with it. That ds saying that 

as opposed to State aetion in the Province of Alberta 
laissez-faire should be permitted to to on. Now there is 
nothing very ominous about this word "laissez-faire". I+ 
is better to do nothing and be right than to do something 
and oe Wrong, and in my submission we have taken the 
trouble, we have spent the money and we have taken the time 
to accumilate the evidence amd decide for ourselves in 
this Provinee whether or not things should be interfered 
with or whether they should be permitted to go on. ‘ie 

have not dealt with it as any airy theory, egconomis theory. 
That has not been our task at alli There never has been a 
Commissiom like this, I am told, and 1 verfly believe. 

We have explored everything. we have taken the greatest 
pains to gst to the bottom of it ali. And what emerges 
from that examination and that exploration? Thet things 
here are such that they should nct be interfered with. 

You may say td ms, Sir, that you are apprehensive about 

a Board, any Board at all. well IT can put 1% very simply 
tO you, Sir, we, and IE speak for us who have put a lot of 
money into this industry in all its phases, we have 
devoted many years of our lives to try to do a job of work 
and tc try to keep our costs down and to serve the public 
and to make no undue demand upon tleat public's purchasing 
power. Consequently there has been a downward trend of 
prices from the beginning. That is whet we have tried to 
do. we have done that by being permitted to sanage our 

own affairs, and our fear is that Government intervention 
means Government management. Now there wes a point which 
arose yesterday with which I am particularly onncernedes seo. 


THE CHAIR MN: Have you considered this, 
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Mr. Nolan, that Mr.Frawl ey has adverted to the different 

Statutes that are on the books of the Province right now. 

IMR. NOLAN: Yes. 

THE CHALRMAN: And he says this proposed 

Board of his will teke over the work of the donservat ion 

Board, whith you agree is a lot¢al matter, and I take it 

Should be handled by a Board. 

MARe NOLAN: YOS, 00. Ui Gate as 

purely local and the Courts have so held. 

THE CHAIRMAN: All right. He suggests 

in addition to the work of the Conservation Board that it 

take over the work now being performed by gither the 

Conservation Board or the Departments of Governtient. New 
that is nothing nev, that is not a new change; that is 

not a new interference? 

MRe NOLAN s No. 

THE CHAIRMAN: I just want to understsnd 

your argument. Is it only with respect tc the matters over 

and above what are now being handled by Government Boards 
or Departments or agencies that you object to? 

MR. NOLAN: Yes, because I am afraid 

that if any mandatory pcwers are given to this nev Board other 
than that which they now possess and onjoy, there will 

be a monopoly and it willrbe detrimental to the industry. 

THE CHAIRMAN: I understand. At least 

I want to understand clearly, you are not complaining 

about any powers now enjoyed by any Department or soard® 

MR. NOLAN: Theat. puts a very, prosd 

question to me. 

THE CHa IRIAN: Because if you are IL 


would like to know in what respect, because it might be 
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well founded indeed. 

VR. NOLAN: We are getting along 
pretty well as we ares That is my position,,and we would 
Like to mintain that status quo. 

THE CHAIRMAT: As I understand you, 

if all these agencies were gathered into one, and given no 
more power than they now have individually, you are making 
no complaint. 

MR. NOLAN: There is no point there 
because they might be lessening Governmental institutions 
and it migh* be a measure of economy. 

THB CHAIRMAN: Quite. 

MRe NOLAN: But I am afreid if this 
Board is set up, Whether or not this Commission makes any 
recommendation to that effect or not, that it will be 

vested with powers to control this industry in every 

one of its phases and departments; that that is the natural 
result of creating a Board of this kind. I see no objection 
to one Board doing the work of five or six. 

THE CHAIRMAN: You do not see the slightea, 
advantage do you ih duplication of effort and overlapping? 
MR. NOLAN: No. 

MR. FRALEY: My friend said it was 
only those powers over and above those already existing 

to which he objects. I want my friend to correct me but 

I do not think there is a single thing I Suggested even 

upon the question of fixing prices that is not presently 

on the statute books of the Province. I do not think so. 
MR. NOLAN: I do not want any Single 
Board to interfere with the management of this industry. 


Now I cannot stand here and tell you in a word just 
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what in these various Acts that we heve in this Prevince 
are degrees of interference which htv oxicts Because 

some degree of interference does exist. But evidently 
according to the evidence the free and open play of 
competition is going om here and we do not want that to be 
in any way interfered with. 3@ Say that those regulations 
that are now in existenee - there is some evidences of them 
and we ware invited to criticize them but we did hot offer 
much criticism to them. But we said the danger and difficulty 
about them is that when you have regulation those who obey 
are put in a position of inferiority, because those who do 
not obey take advantage of thet position. But it is not 
possible for me now to say just what are the powers here 

to which we do not object, or what are the powers to which 
we do object. All ws say is leave us alone to run our own 
business/and w6 will take.care both of ourselves and of the 
consumere It is not good enough to say only to thu consumer. 
We must consider the consumer. But we always have got to 
remember, I submit, that the industry itself, wich serves 
that consumer is to be thought about. Because we are the 
people who put the money into it, and it is into that 
industry that more money is expected to flow. Nor arising 
out of what you have just said to me, this thought comes 

to me, what about the pipeline? Where would it be under 
this new set-up, if we have a new set-up? Well I have 

Mo hesitation ih submitting, Sir, that it shoule ne tert 
where it is. ‘ve have been converte. intc a pipe line 
company. We are a public utiobity. ve are operating under 
the Public Utility Board. Now that Boaru has been in 
operation in this Province for a great many years. I 


take it there are Boards cf a similar character in almost 
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every Province of Canada. Our Board has earned the 

respect and admiration of everyone who has appeared before 
it. It is qa Board well versed in public Utility Drincdples. 
Now, my submission is if you are going to gather together 
the odd jobs from other acts in this Provinies wand if you 
are going to have some kind of a Petroleum Commission sct 
up, a Commission which is going to deal with a multitude 

of things, some cf major and some of minor importance, you 
do not want to sonfuse with the work that that ne Board 

is going to do the work which is done under the aegis of 
utility principles. During the Pipe Line Inqwiry I mde 

it my business, in order to try and be of some assistance, 
te go into the question of the law of Public Utilities, 
about which I knew nothing, our experience huing very 
Limited in this Provinee because occasions do not rise 
very often. But, however, it arose under the circumstances 
in this Commission, and I set about finding out something 
about public utilities; what way they worked; the 
principles that they apply and how they apply them. And L 
came to the conelusion, and I think it is fair to say that 
it is a very expert part of Government regulation or 
intervention, and in my view it would be too bad to upset 
the ‘existing stete of affairs and to intermingle with the 
general work of the Petroleum Board the work which is to 

be performed under public utility principle Se These 
principles are being applied under the Public Utility 
Board every day, and all these things that come under nse 
Why we should sever from that Public Utility Bard this 
question of transportation and put it under this other 


Board, seems to me in the end to acccmplish no thing. 
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It may be, it might be 
argued against me, that if we have oue Board, we should 
have everything under that Board, pipelines and every- 
thing else, but why disturb what is already functioning 
properly and well, under a Board whose job is to apply 
those principles which govern the operation of that 
pipeline and for my part and my submission-—— 

THE CHATRMAN: The new Board which Wr. 
Frawley would like set up wovld be starting almost from 
scratch and the Public Utilities Board---- 

MRe NOLAN: There are many people on 


the Utilities Board and cornnected with it other than the 


Chairman. 
THE CHATRMALW: Yes. 
MR. NOLAN; And there is something 


which pertains to a Utilities Board and to the Utilities 
Board of this Provinee which in my submission will take 
a new Board some years to acquire and after all con- 


fidence is a great thing. 


THE CHATRMAN: Well ir. Plotkins is los- 
img his--—-— 

MR. NOLAN: What? 

THE CHAIRMAN: Confidence. 

MR. NOLAN: Yes. Well the Utilities 


Board of course makes orders and all I am going to say 
about them is that they are a body by themselves who can 
io. bic sa 1 peres Lon<-—-—~ 

WAJOKR LIPSETT: Ts it. correct that you dic 
not connect the pipeline with the Plotkins' kefinery. 


MR. NOLAN: I hope you will not ask me 
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re 
to discuss here what has transpired befnre the Public 
Utilities Board. I do not want to do that. That puts me 
in a very embarrassing position but all I say is you may 
rest assured that the Utilities Board takes care and 
takes very good care that their orders are obeyed and 
there are many people in the Public Utilities employ tU 
see that they are. 

THE CHAIRMAN: It is only fair perhaps to 
say to you that we do not in the least suggest that you 
discues the matter hut we do hold ourselves free to in- 
vits the Government to see that the recommendation which 
we previously made is carried out. 

MR» NOLAN: Thet you hoid yourselves 
free to invite the Government to see that the recommena- 
ations which you previously made is carried out. 

THE CHAIRMAN: Yes. 

MRe NOLAN: I understand that. Now 
there was one other point---- 

MAJOR LIPSETT: Mr. Nolan, before you 
Sass on from it, it is a matter of considerable in-= 
terest to me from another angle perhaps, as I understood 


Dr. Frey's evidence it is that there should be Government 


interference-~—--- 


MWR. NOLA W: YeSe 
MAJOR LIPSETT: If there is a monopoly or 


a tendency to munopoly. 
MR. NOLAN: Yes. 
MAJOR LIPSETY: Now one method of creating 


@ monopoly or something approaching a monopoly might be 


to put a competitcr out of business or put him where he 
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could net carry on. 

MR. NOLAN: Yes. 

MAJOR LIPSETT: Ana we have this experience 
now that months ago this Commission recommended that this 
refinery competing with the Imperial Oil, run by iir. 
Plotkins, should get a connection to the pipeline. 

MRe NOLAN: Yese 

MASOR LIPSiTT: That was accepted by the 
Govsrnment and it was endorsed or at least ordered by the 
Publie Utilities Board. 

MR. NOLAN: Yes, there was an order. 
wAJOR LIPSETT: Yes. Now we see that not- 
withstanding the fact, that there is this danger of a 
monopoly by put ting this competitor out of business. 

Now it affects me from two points of view, one is that 
under Dr. Frey's . ideas of what should be adopted, it 
justifies’ or tends to justify the appointment of a Beard 
and secondly that it rather nullifies the evicerce-which was 
given by iir. LeSueur, which impressed me at the time, that 
any Board should be merely an advisory one, because 
we now find that an advisory board would be of no use 

in a Gase such as this where they wish'to, a company wish- 
ed to. interfere perhaps unfairly with a competitor so 
that if there is a Board it must have mandatory powers. 
MRe NOLAN: The Public Utilities Board 
has all those powers. The matter has been entrusted to 
its care. 

Now the last thing I went 
vO, GOUCH ON---- 


MAJOR LIPSHTT: I just, while you are on 
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this, I would like to ask another question which you 
perhaps would like to Real with in some way; this 
monopoly again or tendency to monopoly justifying 
Government intervention or a Board, I look at the sup- 
plying of gas fom the City of Cabgary. 
MRe NOLAN: Yeso 
MAJOR LIPSETT: Is there any suggestion 
now that that is not a complote monnpoly, the supoiy- 
ing of that in the hands of one company? 
MR. NOLAN: NO. 
Mev LIP ary: Well now if we eame tn 
the conclusion that there was the same tondency in the cruce 
il field, to get a monopoly, not necessarily fox one 
company tut for one or two or three companies, wovld not 
elther of those facss justify the intervemsion of some 
Board? Have we not, so far as gas for the City of Calgary 


is concerned at the present time a complete monopoly. 


MR.e NOLAN; Yes we have: 
MAJOR LIPSETT: Woula that not, under Dr. 


Frey’s views, justify Government regulation cf some kind. 
MRo NCLAN: well tne Gas Gompany that 
serves the public, that is a Purlic Utility Company, and 


it is under the Public Utilities Board. 


MAJOR LIPSETT: Yes, but to get their sup- 
0 Lysates 

MR. NOLAN: They buy it from us- 
MAJOR LIPSET?: They have to buy it fron 


the company. 


WRe NOLAN: They do not have to buy it 


from us at all. They do buy it from us under contract 
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because'we for years and years have been in 2 position 

to supply it+--- 

MAJOR LIDSET?: And they created a com- 
plete monopoly of supply, cornered the supply. 

MWe NOLAN: Wo, no, no. We had the 

gas in Turner Valley, that gas was made available by as 

to the Gas Company. After that other people got gas, 

that is so, but they could not, under some engineering 
difficulties which existed, put it into the line at the 
pressure which they wanted. If they are we are content 

tc share that market with them. 

MAJOR LIPSETT;: But so far as any aveilavle 
gas is concerned there is a complete monopoly of it in 

the hands of the Imperial Oil or the Royalite. 

MR. NOLAN: Well we are the sole vendors 
vf gas to the Gas Company, which has a complete monopoly 
of the sale of gas to the citizens of Calgary and is under 
the Public Utilities Board. 

MAJOR LIPSETT: And the Gas GCompany for that 
reason have to pay your price, whether it is fair or not, 
and I am not suggesting for a moment that it is not fair 
but I am merely on the question “f monopoly. 

whe NOLAN: You might be quite sure 27 
the Gas Company did not think the price was fair, there 
would be something heard about it and heard about it quite 
quickly. 

wAJOR LIP SRTT: Is there anything they could 
do, short of some Government regulatory board, 158 there 
anything the Gas Company could do at the present time. 


MR. NOLAN: Get gas from anybody else? 
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MAJOR LIPSETT: Yes. 
MR. NOLAN: Ar No, I do not think that 


anybody else can supply gas at the pressure as required 
by them but I have rot heard the Gas Gompany coming here 
before this Commission complaining about the price 
MAJOR LIPSETT: Cam not suggesting that 
there is anything unfair. I am merely on the question 

of Dr. Frey's evidence and if there is a monopoly, then 
the Goverrtment should be active to see that nothing un- 
fair arises and I am not suggesting for a moment that 
anything unfair has arisen up to the present time. 

MR. NOLAN: No. 

MAJOR LIPSET?: I am merely cn the point, 
is there any evidence from Dr. Frey, if you accept his 
evidence, that once there is a monopoly, that the Govern- 
ment should get active by way of regulation. 

MR. NOLAN: Well I think it might be 
put very much that way, or by saying that it is one of 
those circumstances under which the Government might be 
expected to intervene. How does he put it, where there 
is a likelihood of monopoly, is his actual words, there 
are four occasions when the Government may properly in- 
tervene he says, 1, 2, 3 and 4 and 2 is when there is a 
likelihood of a monopoly. 

MAJOR eee Yes. I do not want you to 
get any idea, Mr. Nolan, that I thiuk for one .oment that 
the interests of the people who put large sums of capital 


into this Provinee, should not be protected and protected 


well. 
MRe NCLAN; Yes. 
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MA JOR LIPSETT: Nothing like that but I 
am concerned with things that may crop up that perhaps 
with a Board, if it was a sensible Board, a proper 
Board, might well be dealt with, without the Boara 
developing into anything that would work an injustice. 
MR. NOLAN; Of course my answex to 
that would be "Let us wait until there is some com- 
plaint, and whem there is a complaint then we can take 
steps." 

Now the last thing I wart 
to touch upon is Mr. Frawley's suggestion that the in- 
dustry, I take it the producing part of the industry, 
should pay the costs of this Gommission and should at 


the same time endow a chaix. 


MRe FRAWLY: No. 
Mk a NOLAN F ho fs 
MRke FRAWLEY: Well you see I was care- 


ful to say with neeapest to these other matters "ewalt" 
Mie NOLAN: A Levy ° 

MR. FRAWLiY: bkweit a suitable Levy 
which would be constitutional and bear proportionately. 
MR. NOLAN; Something like that; in 
other words that the 3¢ be held back until such time 

as the levy has been made. 

MR. FRAWLEY: That is practically it. 
MWh. NOLAN: Now I do not know whether 
the Commission feels it is called upon tr make a recom- 
mendation at this time. The Commission itself has in 
it a clause which I suppose is to be found in almcst 


every Commission, one of those general omnibns clauses. 
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It recites many of the matters, it recites in the first 
few pages all the matters which have been gone into 
and then it says "And such further matters as the Com- 
mission may consider properly and reasonably incidental 
to any of the foregoing matters of inquiry." 

Now I take it all through 
that the Commission is not bound by this Document and 
could change, as it arises, almost anything that is in 
any way relevant or pertinent to the oil industry but I 
fail to see the merit in Mr. Frawley's suggestion. It 
sounds awfully like paying a fine after you are con 
victed but we are not convicted yet and we do not want to 
pay a fine. We are a very heavily taxed industry and all 
this amounts to is imposing another tax upon it to take 
care of expenditures which the Government has in- 
Gurred at no-request of ours. We did not ask for this 
Commission. We did not bring it about. It may do @& very 
great deal of good to the industry, it may be one of 
theses things that, will clear the air for ... yeara to 
come. It may be a Commission to stop commissions.e On the 
other hend we feel that we have expended a very great deal 
of money and we have expended a lot of time and effort and 
perhaps we have made our contribution towards this Com- 
mission in one way or another without now being called 
upon to defray the Goverrmert's expense. 

WRe FRAWLEY: You have not spent ¢ 200,000 


have you. 


im » NOLWN: well who hes. 
WR. FRAWLEY: You got that since the rd of 
July. 


MR NOLAN: And the Royalite Oil Company 


5a 


vet | fas _ ne ‘ar a 1 ae) bana \ #0 oe ’ rot 


e. fren ym Pe 
. im a x, +e ’ uae , | seas , Ries say a aatonqrot out ; 
ee) i aay ‘ rae a ed Bot ke 
ta r . : 
ie WA Di 
i 7 vou - 
‘ : ‘ bat ih Ld 
Nex 4 st ’ i ; : ‘s 
ee ae : awed a 
ae a ae aaNet 
ye , a i Des *¥ eed A 
; i Ay beer) + oe ad, §) an! od | 
oe ; a ae ok vet = 
f , j a] : 
4 8 tee ao len a 
re ; ree ee Aa a -_ 
| Son t 
on 
; Bot ve { ‘ 
Wey ee Ce b i ih 
’ ; ‘ t ( « a) ahs f I Ao at 
a P ead ? ae ey 
it Pann Ay t uf ; rain "i ae 
{ | ‘ } j h 
oe See oe t iS : rc ah 
Pa ate ‘ ‘ Re Ce tay 
‘ rae OL A 4, 28 oF ile a 
ae ee 
Plead eave ait est tar of) cee a 
An Wn ns cars 2, alien ys - 
to) ete ett tae le he's bt 7 fr i: 
ak : sar eR Cpr eS Sein hr eae ae 


= rd * A 
Fh RS: ae i 4 : . 
. , 
i j P 1 ‘ , 
r fe ways ‘ 4 . : ae 
‘ DS Chak J <i a! a8 yi 
j ah Sahn of Af NIA el a ae 
: 
i 
} y i " ( 
hy: f ' t% a 
i oe a a ' ; : id e B 
Pare apy sian - ne ey 
. ¢ 
" 
A iu by ae 


c ry me Be ein Ph te Me 


ik 
i ft Weis fre 
" a 


aa © 

es 

y 

Satine 
Pa 


He Ge Nolan, jE 


Gé 
ce) 


hes also benefitted greatly, it has benefitted because 
its pipeline rates were reduced 8¢ per barrel. I am 
sure the Royalite will appreciate that. That is some- 
thing which they will remember us for. It is not al- 
together right for my friend to say thet the Rkoyalite 
Oil Company got a great benefit out of this, because the 
Government did not put the new pipeline rate into ef- 
fect for same time, that there was some delay. The 

fact remains that the Royalite pipeline rate has been 
cute Now we are not complaining about that. This Gom- 


fiiisslon decided that was the proper thing to do and it 


PeevOue and No ons. is staikings about. it but mates hemes 
us to appreciats why we are being so benefitted by what 


has happened whem we have spent. as I say, our time aud 
Our monev, but after all, if the Government wants us to 
maks scme contribution tc mattsrs such as tire Frawley has 
mentioned, they have the royalties out in the field, how 
would 1% be to take 3% off those Government royelties for 


the costs of this Commis- 


a 


a little while until we make. up 
Sion and perhaps a chair at the University and the ad- 
ministration of the new Petroleum Board, or perhaps a few 
cents off the gasoline tax might he « nice way to get the 
funds to defray expenses of that kind but quite seriously 
we pee no reason why the Board should make any recommen- 
dation of this kind and that we should be called upon to 
pay the costs ineurred by the Governments in connestion 
with this Commission. 

That is all I have to say. 


WRe FRAWLEY: ‘ Something has been running 


through my mind, we have been talking so mach about the 
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putting into this Commission all of the agencies operat- 
ing in connection with the oil industry and I wondered, 
so that I would not be misunderstood or that there be no 
regret afterwards, there is a gasoline tax collecting 
agency which is a purely treasury operation and I do not 
suppose anybody misunderstood me at all, neither the 
Commission “nor my friends, it was no part of my proposal 
that that treasury operation should be relegated to this 
Commission at all, I just wanted to mention thet. 

MR. HARVIL: Wire Chairman, I have really 
very few remarks and I am enabled to curtail them con- 
siderably in the first place through the privilege which 
we have all had of interjecting whem a point arose in wr. 
Frawley's argument and in the second place in being able 
to join with, and agree with, Mr. Nolan in his remarks 
and the points which he has covered and I do not propose 
to say much, if anything, about them. 

There are however two mat- 
ters though that I would just like to draw to your at- 
tention quite briefly and that is in connection with the 
illustrations that ir. Frawley took and presented to this 
Commission and based his arguuent on in respect to the 
profits being earned first in refining and secondly in 
marketing. 

The profits of .59¢ in the 
refining and .8l¢ in the marketing. I wouid like to just 
point out that in the first place taking those two 


figures which in both cases are Imperial Oil's figures 


“and their figures in what may be, has been either the 
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best year of their operation so far as the evidenge be- 
fore this Commission is coneerned or adjusted to give 
effect to that situation. The point is Simply this that 
it is abundantly clear din the evidence that it is 
obviously not fair or proper to take the experience of 
any one company to judge othérs by. I appreciate the 
diffidulty ir. Frawley and the Gomi saaen has in taking 
any other figures on acdount bf what we have been call- 
ing "The State of Flux" of our own compa ny and 
others during the same period but that may be, that may 
leave us ing DoS eniviians possibly there are no 
figures we can take which weuld be fair to the industry 
and where possibly, if we want to arrive at certain 
figures through a cross-section of the operation of 
various comvanies, we would have to wait for some years 
until the situation cleared itself. 

The other point in that 
connection is that he has based all his argument on 
the operations in one year and I would like to point out- 
to you the evidence or refer you to the evidence partic- 
ularly of Mr. willer’s and the graphs presented by him 
and inure. Gaby, the British American Oil Company did 
go to a tremendous lot of trouble and I think with a 
great deal of care and I hope fairness, to present to the 
Commission an eyenee ld picture for the last ten or twelve 
years as to. the petroleum industry and the marketing 
industry throughout the West, which showed you how badly 
crop seasons affect the industry, how it may be affected 
throughout the whole West or any particular point in the 


West and those factors nave to be considered and my sub- 
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mission is this on that point,-and the illustraticne 
given are possibly as favorable as coulda have beer 
given,-to show the industry making @ higher rate of re- 
turn, that that is not proper, that there is evidence 
before the Commission that the rate of return over a 
period of years is much less than that and that the 
Commission should in giving ceonsideretion to the 
matter, give or adopt a view that the over-all picture 
over a period of years must be accepted rather than that 
of the one best year and of the most efficient company 
so far as the operating costs are concerned, as far as 
the evidence is concerned possibly, because of the state 
of flux of other companies or of their rate of through~ 
pur sud invwihe figure of «6 or the Ligure of .09¢ 1% 
should also be pointed out that that is on the basis of 
a large turoughput, a throughput greater than any of 
these refineries have ever had ana while it may be an 
estimate and possibly a proper estimate if conditions go 
ahead and everything is normal and there are the normal 
increases, we have no assurance at all that 1940 is going 
to be even as good a year ap 1928 or 1989, let alone that 
it will be better. 
Now that is really about all 
T have to say on that poiht and then we come to the matter 
of the Board---- 
WA JOR LIPSETT: | : Mre Harvie, just on that, 
supposing that it turned out that the Imperial's costs 
were somewhat lower than anybody else's and that the 
others were likely to be drivem out of business, when ynu 


come to deal with a Boerd would you not consider a Boe rd 
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would be desirable that weuld prevent the price being 
driven down to such a point that the competition would 
be eliminated. 
MR. HARVIE: I can only agree with 
the evidence, Mr. Commissioner, that there may be a 
situation develop where that would be a proper step 
to take but 1 also must agree with the evidence on the 
other points and that is that that situation does not 
exist today and that there is no indication that it will 
exist in the near future and so far as our own company is 
concerned we think that we are making, that is the in- 
dustry is making a good job of thé competitive system, 
that there is true and active and complete competition 
and there is no need to disturb that situation and that 
brings me to my brief remarks on the Board and there 
again I agree whole~heartedly with the camments of Hr. 
Notou,, wnat there is’ to need for’a Board. If tae 
purely a matter of amalgamating divisions of Government 
for the purposes of economy then that is not the im- 
pression or the idea that I gathered from ur- Frawley's 
program. We always agree with anything that does no 
harm and serves to effect esonomy. I do not think any 
person objects to that but on the other hand that is 
not the impression that I gathered of the thought back 
of this suggestion. 

Today we have two Boards 
that effect this industry, one is the Conservetion Board 
which I agree and I think ail witnesses agree 18 a fit 
and proper institution to deal with this particular 


problem. It is a complicated problem, requiring exper- 
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idence to deal with it and I think, dealing with the 
Turner Valley situation and generally all the develop-~ 
ments throughout the Province, under the Oil and Gas 
Wells Act, they have a full man's job in that line. 

The other Board is that of 
the Board of Public Utilities Commissioners dealing 
with pipelines and there again I think a lot can be 
sald in leaving the control of the Public Utilities 
with a Board particularly set up to desl with public 
utilities and I see really no advantage in the suggest- 
lon that they might all be under one head, and still 
leaving the Public Utilities Board. I would say that 
if that was their only duty, the Public Utilities Board's 
only duty and that it did not have to exist for other 
matters, there might be some reason for consolidating 
them but so long as there is a Board cealing specifically 
with Public Utility matters, I think maybe the pipeline 
as a Public Utility should be left under its jurisdiction. 
MAJOR LIPSETT;: Now iire Harvie, I might ask 
you to put your mind t> this situation, that, notwith- 
standing what we have heard has happened about the 
pipeline, supposing today your company had been refused 
a connection between the pipeline and your refinery and 
had been compelled to pay 6¢ a barrel more than your 
competitor for getting your crude O11 tO (your Tetinery, 
what would you have thought of that. 

MRe HARVIL: I can only speak of my own 
experience, I have had connection in: one capacity and 
another with the present Utilities Board for some 20 odd 


years in my professional life and I found on any and all 
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occasions that =f have hea hic dittichlty et all ain 
getting enforced the orders of the Board and I think 

we might accept Mr. Nolan's staterent---- 

THE CHAIRMAN: What statement? 

MR. H&RVIE: That he has just made 

that, I cannot say the exact words he used but he gave 
an assurence that the Board was zoing to, was enforcing 
the order, that is what I gathered from his statement. 

In other words I do not know all the facts and I do know 
that there often are facts that on the surface appear to 
have one effect whereas when you know all the facts there 
isa different situation. Quite frankly my experience 
with the Imperial Oil Company is that they do not dis-~ 
obey orderse We have had no evidence throughout thia 
Commission that any ma jor company or any minor company 
Beoneys orders and 1 just hesitate tc think they are 
Gisobying any order. As a matter of fact I do not accept 
the statement that they are. I do not hold any brief for 
them, but that is my experience with them. 

MAJOR LIPSETT: I was just aryine 20 out ree 
supposing it was your own case, would you be satisfied to 
wait until perhaps the difficulty of starting a new re- 
finery would mean a long piece of litigation in the 
course of which your future would be jeopardised. 

WR. HARVIE: I will put it this swwevy a2 

T were in Mr. Plotkins' shoes today and I really wanted 
that connection I am sure, under the existing regulations 
end the existing Boards, I could see that any order was 


enforced very rapidly. 


MAtOR LIPSLTT: You would not seriously sug- 
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gest, Mr. Harvie, that he is not anxicus to save S¢ a 
barrel. 
MR. HARVIE: T am not suggesting any- 


thing. Mr. Plotkins can speak as to why he has no 


2s 


taken those steps to see that it was enforced. There 
may be a reason and there may not be. I am not conten- 
ding anything one way or the other, and I may as well 
use that as an illustration, lhir. Frawley has been sit= 
ting here and ire Nolan has bsen sitting here and 
neither has made any explanation. Mr- Plotkins has been 
sitting here and as I recellect his last statement on 
the matter was that he had really never askeé to have it 
enforced. 

TH CHAIRMAN: When an order is made why 
do you have to go around asking to have it enforced? 

Mine HARVIL: There may be some, i can- 
not say, but there may be some conditions that we do not 
know about. I just cannot say but the teeth are in that 
Aet to have it enforc3d just as much as there will be ia 
thia Act or any new Act. You cannot cover that situation 
at all by just transferring the jurisdiction from one 
Board to another, where they have the :srame jurisdiction. 
THE CHATRA N: Oh no, not in the least. 

You will be given the same teeth exactly probably but 
perhaps it would be in closer touch, if there should be 

a Board at all and i must say I am not overly impressed 
with the idea that a Board, a new Board, cannot learn 
Publie Utility principles. 

MR. HARVIE: No, I think any Board 


ceuld. 
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THE CHAIRMAN: And I am not saying there 
should or should not be any Board at all. 
MRe HARVIE; I agree with you, Mr. 

Chairman, that any Board of competent men coulda leern 

rooric Utility principiea. 
THE CHAIRMAN: But if there were, if there 
were, I am not impressed with the view that the sub ject 
of transportation which is an important part of the oil in- 
dustry's activities should be given to a separate Board 
because the particular Board otherwise concerned with 
the petroleum industry cannot learn Public Utility prin- 
ciples. 
MR. HARVLE: I never suggested that, ir. 
Chairman. JI have never contended that. I said there is 
now a Board competent te deal with it and I say eny Board 
with competent persons on it could learn those principles. 
MAJOR LIPSETT: It is a question with me, 
Mr. Harvie, assuming for the moment there should be a 
Poa vcne Li 1b is to be of any value,-as I say I was very 
much impressed with Mr. LeSueur's statement that a Board 
that could iron out difficulties might be all that would be 
needed and might be desirable but it seems to me from 
this, that if a Board is necessary at ell it is useless 
without some mandatory powers and it is that print of view 
I am putting to you. 
MR. HARVIE: I think we would have to go 
back to Dr. Frey and what he said on it and as I remember 
it, he said you would have tc look be hind am see what 


the thought behind the Board is. If the thought is to 
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Make 10 8 utility, all right, but 17 1% is a cushion= 
ing body you need and if the free play of competition 
is to be maintained in our economic life in the in- 
dustry then certainly nc. The Utilities Act has the 


teeth. 


(Page 18,166 follows} 
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d. Us Mahbaffy, Ks 0: 
THE CHATRMAN: -3r. Mahaffy, 
MR. J. GC. MAHAFFY: Sir, I do not believe I have 


very much to add to the argument that I put in several 
weeks ago. Perhaps, for the information of the Vommis sior, 
£ should say just this with respect to the creation of a 
Board. . fyhave said nothing about that. I do not want to 
enlarge on it except to say this, that we as a part of the 
industry are~not asking that any Board be set up and in 
fact we do not feel: that any good could come from the 
appointment of a Board such as has been suggested by Mr. 
Frawley. Now, Sir, I just want to add to that this, the 
Commission may wonder why the persons engaged in the industry 
eperapprenensive of the effect of the operations ef & Board. 
THE GHATRMAN: You would rather have a 
Legislature deal with it, direct control, and to the extent 
that there would be interference at all they would rather 
Mayeransurintormed Legislature deal with it. T get that 


bright thought. 


MR. MAHAFEY: Wo, I do not say’ that. 
THE CHAIRMAN: You would rather be left alone 
entirely, one knows that. But you may not be. Now, is 


there ary merit in having an informed intervening body or 
no t? 

MR. MAHAIFY: Well, Sir, assuming with you, 
an ideal Boare, with - I assume a Legislature making 
enactments on which that Board operates. Then that might 
put out a different picture. Butwe have got to face the 
facts and the difficulty is in getting the ideal Board cur 
anywhere neer an ideal Board and beyond that one that 


+ o + 
Boara@ hag been set up, as the donservation Board was set up, 
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and then somebody crosses swords with that Board, what 
Dae aS Su be, I find the Beard goes back to the 
Legislature and I have given you full and complete 
quotations from the new Conservation Act. We find under 
Section 44 the Legislature then says nobody may sue that 
Board. Nobody may appeal from itor question its decisions 
in any way, shape or form, and the last two lines I would 
like to emphasize again of that Seection, "That nobody 
Shall take any such proceeding against the Board or any 
officers or employees of the Board in respect of any act or 
thing done in purported pursuance of this Act." Now, that 
is what we get when we get Boards, no matter what that 


Board does. 


THE CHAIRMAN: That is not what Mr. Frawley 
advocates. You are not meeting his point when you read 
that. 

MR. MAHAFFY: t. mould, like to read. Section 47, 


and this is what the Legislature does with its creature 
Board which it does set up. 

MR. FRAWLEY: That Board----- 

THE CHAIRMAN: | He just wants to change that 
fore.you, if you pou let him. 

MR. MAHAFFY : That, as I say, is the start. 
That was the start under the history of this legislation 
and, as I say, when somebody crosses Swords with the Board 
on something that it is doing then we find these sections 
come into the Act and we have a very undesirable creature 
of the Legislature in existence. We say that that is one 
reason why we are very apprehensive and I have some cases of 


other people engaged in the industry who are very apprehensive 


~ 


EFA 


Tre “ie 
bere 
wat 
ee ‘ 
1 
‘ 
rE 

‘ 
& 
rs ct 
ee oe 


je . 
Et Z 
. (ane 
nt 
r 4 
te AC: 
omar 
E ea 
« 
ae te 
<r aret 
i t =at 
= 
. 


‘ 
Rt 

' 

x 


+ 
, 
\ 
ua, 
P 
2s 
ay 
iS 
Ture 
Dare 
a 


=i 


on at 
t. 
OS 

. se ee 


at 


~ 18,168 - 
J. .G; Mahatty, x. ©! 


of the operations of the Pears particularly if we should 

be unfortunate and secure in the personnel of the Board 
people who are not qualified to carry out its activities. 
THE CHAIRMAN: Youere speek ne or the 
Conservation Board. Do you believe there ghould be a 
Conservation Board at all of any kind? Do you velieve in 
conservat ion? 

MR. MAHAFFEY: I think in respect of conserva- 
tion that there has to be a Board, Sir. 

THE CHAIRMAN: Al rien. Mr. Frawley 's 
Suggestion is that a Bnard be set up which is representative 
of the industry as well as of the consuming public; a 

Board which should command respect and that, as I under- 
stand it, he accepts Dr. Frey's view that tlere should be 
emevent- or anpeal in respect of jurisdiction and fair piay. 
Does that appeal to you or would you rather have what you 
have got? I do not understand this reasoning about 


"We cannot have a Board". You have a Board. 


MR. )AHAFFY: We have on this particular 
feature. 
THE CHAIRMAN: You have a@ Poard under The Gas 


Wells act. 

MR. IMAHAFFY: The same Board. 

TH2 CHAIRMAN: And you have under the other 
Act a Department of Government dealing with you. 

MR. FRAWLEY: The Price Spreads Board and 
The Licensing Act. 

THE CHAIRMAN: i ean understand you saying 
there are certain things that Mr. Frawley has suggested 
that should not be ineluded in the powers of the Board, 


perfectly. But just to say because lir. Frawley suggested it 
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it is wrong and we should not have a Board at ail, when 
you have got them all. You are under them and they are 
governing you right now. I do not understand. AI he 
is protesting is government that will be different and 
better and from which appeals will lie. 
MR. MAHAFFY: What I am saying, Sir, is the 


experience has been that the creation of the Board 
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the first step. 
THE CHATRMAN: You Still persist in taking 


the position you have no Board? 


MR. MAHAPPY: I think beyond the Conservation 


Board, which I admit ig essential although I have made very 


complete submissions as to in what respects we think that 
should be charged ~ but beyond that we see no nesd and we 
ere not asking, as one of the companies engaged in the 

po urcicum indteiry here, for the creation of any furthes 


Board to control industry. 


MR. COMMISSIONER LIPSETT: Mr. Mahaffy, supposing you were 


By Oo 


up against the situation that the Legislature was up agains 


before the appointment of this Commission, passing a resolu- 


tion to the effect almost that the price of gasoline was 
far too hign and that you had somebody get up there and 
Saying crude oil cost around 5 cents a gallon and people in 
Calgary are paying around 20 cents ror the same commodity. 
Do you think that you would ove, that the industry would be 
safer with that kind of action that wovid result from that 


Zz 


or might result in the Legislature taking 6 of 4 cents off 


the price of gasoline than some Boari which would go 


intelligently into the matter and be able to understani the 
costs of everything incurred i« the intervening stages 


and be able to say that the net profit that was being made 
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was less than 1 cent a gallon. Don't you think an 
institution such as that would be Rear wise 

MR. MAHAFFY: Mind you, we have heard about 
the short swings and the long swings, and that applies to 
Legislatures too. 

THE CHAIRMAN: Judging from the words of the 
resolution of the Legislature you very nearly had a very 
short swing before this Commission was set up, a short swing 
into a lot of laws. 

MR. FRAWLEY: Yes, the resolution says 

"An inquiry into the advantages and/or disadvantages to the 
people of the Province in the Government of the Pro vince 
taking over the wholesale and retail distribution of 
petroleum products in the Province, and an inquiry into the 
advantages and/or disadvantages to the people of the 
Province inj the Government of the Province exercising 
complete and/or partial control of the petroleum industry 
Sreanveecencn thereol within the Province, eitier dareaury 
or through the instrumentality of a Board established for 
the purpose." 

MR. MAHAFFY: I do not know where that 
Suggestion came from to the Legislature but I still have 
faith in our Legislatures and in our democratic institutions. 
As I say, there may be times when we thirk they are doing 
all wrong. But my experience has been, appearing before the 
Committees of the Legislature , that you have a fair hearing, 


a 


and if it is a technical subject they usually refer it to 
some body, such as this Commission, which is able to go into 
the subject and make 4 recommendation back. 


MR. GOMMISSIONER LIPSETT: Does that practically connote it 
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would be better to have some permanent body that things 


like that coud be referred to. Is that not &@ practical 
Board? 
MR. MAHAFFY: it it” is in the natire of lan 


investigating committee there would be no objection. It 
would be in the nature of this Commission. But to give it 
powers such as have been suggested, then I do not agree. 

MR. GOMMISSIONER LIPSETT: That would bring your suggestion 
of a Board that would consider each question, and a special 
Act of the Legislature be passed to enforce the decision. 
MR. MAHAFFY : If there was found to be 
anything sadly amiss,which we submit the evidence here does 
not indicate, but if that occasion should arise then thes@ 
matters have to be met as they arise. 

THs CHAIRMAN: You have taken not too much 

of our time because we were glad to hear you,but you have 
taken sou? time in pointing out to us there was something 
seriously amiss. 

MR. MAHAFFY: Yes, haves Wwibl, Lenape couse 
conservation. That is a Government agency. But I am 
Speaking of the internal affairs of the industry when I 
made the other statement. 

THE CHAIRMAN: Well, we assure you, Mr. Macleod 
we are not forgetting you, nor your right to the senior 
place, but we want to hear from the refineries first. 

Have you anything to add, Mr. Plotkins? 

MR. PLOTKINS: Yes, I have a few remarks 

to make. I want to deal with this proposed Board that 


LS 


Mr. Frawley has suggested and I understand his position 


to stimulate competition and to shorten the long swings. 
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In other words, to have effective price reductions quicker. 
That seems to be in the main the whole purpose, Now, I 

have had quite a bit of experience with the economic trends 
in the prices of gasohine in the last twenty years, and I 
find that whenever any Department of Government begins to 
interest itself with economic matters and attempts to right 
them, that it is not quioker. It takes more time, and that 
any decision that they attempt to enforce by legislation or 
by regulation may temporarily right the wrong or create the 
condition that they are seeking to create but in its wake 
dislocates others and the net result tis that there is ohaos. 
What tL am concerned with mostly is. the effect on our company. 
We are a small company. The Imperial or the B. A. or any 
other corporation with 6 large number of shareholders have 

a detached viewpoint in a local situation, with time in their 
favour. They do not die. Individuals die. They can and 
are ed by circumstaness to adapt themselves to 
Situations created by these different Government bodies. 

But an idteiatal like myself, while a matter of a year or 

a was and a half,unless we are lucky and use ingenuity or 
circumstances permit, we are out of business. Now, the 
Board that is proposed immediately pictures to me red tapc. 

A lot of reports and a lot of time devoted to explaining our 
actions that they may like or that they may not like. 
Cumbersome processes, informing the personnel of the Board 
means that to us as a Small company as weighed against a 
bigger company the effort that we are called upon to put 
forth to give the inforamtion that. the Board might require 
is altogether out of proportion to our posit-on in the 


industry... In other words, the amount of work and effort is 
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practically the same for the small company as it would be 
for the large company, and that is where the unfairness 
comes in of any Government Board, and it even comes in 

with reports on taxation. That is, to render accounts to 
taxing bodies, not only of the -rovince but of the Dominion. 
That is already a burden in itself and places us in a position 
of having &@ brake put on our operations. Now, I am 
apprehensive of any Board that would embrace all of the 
BGs Wiese or the industry, if it has powers to dictate 

to us how awe are to handle competitive situations from day 
to,day, because I can see if I went up to the Beard and 
displayed all the goodwill in the world and the Board had 
the same, that of necessity it would take time to assimilate 
the information, comminicate with the other companies; in 
other.words, it would take, I am free to say, at least one 
year before, that Board would be ina position to make an 
Piteh licen .oecision. By that time other problems weuld 
have cropped up and other conditions will have developed 
and the original one that they were dealing with will have 
disappeared, and for that reason T cannot see how any Board 
can deal with competitive situations. 


No w wnat is there to correct? 


’ 
The matter of conservation, there is no doubt whatever 

there are problems that have got to be handled. They are not 
economic. They are technical. In the matter of refining 
the technical end of it certainly does not require a Board. 
The economic enti of it is inter-related with marketing. 

Now, economies is not a strong point of Government Boards, 


for the reasons I have just pointed ovt. The cumbersome 


machinery that is mocessary to give effect to and intelligently 
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deal with any economic matter is such that the value of any 


| finding that they might make would be lost to the industry. 


What I am worrying about is that if I have to meet a situation 
to-day in a little town that calls for me to take some action 
to keep my business I’may be called upon to have to travel 

to Edmonton and put all the circumstances in front of the 
Board and wait for them to make a decision. In the meantime 
the business has gone. Now, in the main, as I see, all this 
Board can do would be to deal with competitive situations, 
outside of the technical subject, because the competitive 
situetion is what has been complained of mostly, and probably 
mostly by myself. But I have not complained because the 
Imperial done this to me or somebody else done something to 
me .» In itself that was nott my complaint. My complaint was 
that the Government by its legislation did not put me in a 
position where I could go and compete with these people. 


Penearoreres cor J had hurdles put in my way to meet ihe 


situation. That is what I have been complaining about. So 


if the Board is to deal effectively with trade practices, 

and that is what they cannot do, it will fail of its purpose 
and it will tend to accomplish exactly the reverse, a 
monopoly. Why? Because if I am not able to take care of 
the situations as they develop from day to day and from hour 
to hour, and to use my own best judgment and apply conditions 
and meet any circumstances, in two years at the very most 
there will be only one or two companies left. Now, we have an 
illustration of that. Several years ago the Government 
attempted to define how many service stations would be in 
operation. They passed legislation. IT have in the last two 


weeks suffered considerably from that legislation. We made 
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an application - I might just cite this as a sample of 

what this New Board would be dealing with - we made an 
application in the City of Lethbridge. ‘Ye wanted to buy 
a-piece of property. It is typical of what happens. 

They said "Yes, we will sel? you this property but what are 
you going to do with it?" 

THE CHATRMAN: You are telling us about what 
some Department of Government or Board have dore to you. 
But I do not know why anybody does not meet my point squarely 
that there are these agencies right now, rightly or wongly. 
This Government already did this to you. Now, perhaps, 
under Mr. frawley's set-up, that would not happen. 

MR. PLOTKINS: Now, Mr. Chairman, I do not 
agree with the other counsel, with the counsel for the other 
companies, that tuings as they are now are satisfactory, 
imhave wointed out throughout my evidence that they arenes 
and I have asked the Commission to take into consideration 
to eliminate a lot of this legislation. One of the things 
I have asked particularly, and I think the only one, is this 
matter of business practices that at the present time some 
sub or minor official is attempting to administer. Now, 
that dislocates competitive conditions that are existing in 
this Provime and the net result of them is that the 
service stations that now exist are doubled in value. 

THE CHAIRMAN: All right; and as lo heve saigs 
wir. Frawley's suggestion - I am not saying it is a good 
suggestion - but I am saying one might as welt meet it 
fairly - his suggestion, as I appreciate, what it stanas for, 
and it is his suggestion you are discussing, is that this 
whole question of legislation, regulation and everything 


be approached anew with the help of the industry this time 
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to find out what is good, eliminating what is bad and 
retaining only that which is good. It is not the meat of 
his argument that is Bad. I would like us to meet it 
because it may.not be a good argument. Lheres is nose 
going around it and saying we do not like Boards. We have 
got them. It may be an argument to say we should eliminate 
every Government agency we know of, That is one thing 
that I can understand wren it is put to me. T can equally 
understand you saying "Some of them should go and some 
should not. Some of the regulations should go and some 
should not." But to just start off with the premise we 
have no Gover nme nt regulations and so Mr. Frawley is very 
wrong to suggest some, is something that is not in accordance 
Wipe focus, and having no foundation of fact “as is 
basis, the argument flowing from it is without value. 

MR. PLOTKINS: I will attempt to meet that 
Situation. fi do not know if 1 can. I might not have a 
Daope Uni erstanding or-l might be biassed. But the ies 
thing that comes to my mind in that connection is this, 
that I reeall taking days and days with each individual 
official in the Government to get them to understand what 
any particular point was about, ami it was not because they 
wanted to do me harm that they were enforcing some regulation 
that was killing us. tie vecsuse they ldid not have the 
proper conception of what it was all about, and I feel that 
if we are going to get that type of a Board that is going 
to know all about these things, economics - now, + am not 
worrying about the technical subject, about matters of 
taxation. That is prope administration. Taxing is a proper 
function of Government. They might also interest, and very 


properly so, intersst themselves in technical matters. Why? 
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It already does. But when it comes to setting up a Board 
that is partly industry ana partly Government and partly 
public to deal with economic matters in their minute aspects - 
now if you were dealing with principles that would be another 
matter, but when you start and want to regulate where we 
Should deliver this or should not or whether we should ZO 
into that town or whether we should not or whether I have 

the right to do this in respect to meeting a situation or 
whether I have not, now you are setting up an agency that 

is bound to be arbitrary because they are not gotng to take 
my viewpoint and go into my problems as well as I can do. 

If we are going to deal with principles, well principles 

have already been enunciated in the Anti-Combines Act. 

That is the protection I will -want if we are to ge% 24. 

teens. are not able to establish a case and get a conviction 
then we must be wrong and that is all we can expect. ie 
cannot expect to hang everybody just because we think they 
are-no td oing right. We accept the decision of the Court. 
We have had our issue and we are satisfied. So when you 

try to educate a Board and to put it in a position where 

it is going to ueal fairly with these minute matters that 
arise from time to time and are going to decide whether we 
Snousapuild-a 2,000 See refinery or whether we should 
Der hones, COO barrel (refinery and whether my judgment i 

the future is wrong and their judgment of the. future Ls 
better, well now we are going away from the realm of 
Government function. 

MR. GOMMISSICNER LIPSETT: Mr. Plotkins, you are at present 
soliciting aml obtaining the benefit of some Gov ernment 


interference, possibly through this Commission. 
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Bt bes ss fae 
in se. PIO tring « 
MR. PLOTKINS: | Yes, Sir. 
MR. COMMISSIONER LIPSET?: To enable you to get a supply 


of crude oil, which without some such situations that 
might leave you without any crude oil at all to run your 
refinery, if free competition had its play. Now, if you 
get protection of that sort you surely cannot reasonably 
expect on the other hand that you would be left entirely 
free from any Governmental regulation to do something which 
might equally be unfair to your competitiors, just because 

it Suited your business. 
MR. PLOTKINS: Now, Mr. Commissioner, I do 
not know if I have a proper conception of the help I received--- 
THE CHAIRMAN: Apparently you did not get much? 
MA. PLOTKING:: Nos Gromldwnoss say that. ek 
fei lyeappreciate the help I received but. [tm going to give 
you the premise why I believe my complaint is fair and 

sound, even though it might not look sound. in others. 
place the reason that I came and made representations to 

the Commission in respect of pipe line matters or in respect 

to crude oil matters was because I found myself already 
bound by some Government agency that had created conditions 
Iota elo exis be before waiche---- 

TH= CHAIRMAN: wand sthat= is" justedhe, pode 1 am 
trying to make with you and I have been trying to make it 
with every counsel who has spoken, is that rightly or wrongly 
things are as they are. They are there as of this date 
when we are speaking. Now, these statutes and regulations 
and so on have been passed without, not at the behest of 


this Commission, they were there long before we eyer heard 


of oil except as something you put in a car. Now, .r- Plotkins, 
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they are there. Ag I appreciate Mr. Frawley 's thought, 

it is to help make them sensible. Make them what the 
industry wants rather than what the industry dves not. All 
you are saying is that you have been tied up by Government 
agencies, Government regulations and Governments red tape and 
so on. Nowy Ihold no brief for Mr. Frawley's submisson, 
indeed no part of it may be ever accepted by this Board, 

I can assure you that. That has yet to be determined. 

But I am saying deal fairly with his submission because one 
mise do thet to have any effect upon us. It is not that 
these things be set up out of the blue to govern you. In 
the main what he proposes has been already done by the 
Government and is being handled by several departments of 


the Government or agencies of the Government. 


MR. FRAWLEY : Very badly, of course. 
THE CHAIRMAN: .. Cannot they be improved on, 
If so, do you effect improvement by saying: We do not 


oT 


want anything new but what we have sot is very bad. Now, 

I do not follow that reasoning. I, perhaps, cannot make 
myepoLliu. so Towou't pursue it. 

MR. PLOTKINS: ier. Chairman, I have right 
along assumed that this Commission has gone exhaustively 
into all these matters am that you will be able, I am 
confident, to sift from the evidence just where the present 
legislation is not sound or not workable or not.fainr 6m 
that then recommendations will emerge and a clearer con- 
ception of what the industry does and what kind of regulation 
will be necessary to give the public interested its share 
oreite rights Now, it is on that assumption that I am 


predicating all my remarks. Now, I possibly should take 
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into review what they, in the main, the resulations or 
interferences we now accept or which ones should be 

Clevivsed Or €liminated. Now, I will de that as briefly 

as I can. as far as the Conservation Board is goncerned, 

it is essential if we agree with the principle of conserva- 
tion, and everybody on the evidence has been that we do 

agree. It is essantial that we have a technical Board to 
bring about conservation. Now, I have disputed throughout 
this evidence the right of the Conservation Board or the 
concept rather of the Conservation Board attempting to attain 
conservation by economic methods. So I won't go so far as 
to say that the Conservation Board is functioning 100% in 

the interests of the industry because if we take into 
consideration that competition is essential and the evidence 
fo thet it is essential for the public welfare, then the 
matter of pro-ration is an economic matter and this Commission 
should give consideration to finding a new method of obtaining 
the results that are scught. Now, that being an economic 
matter, I submit probably a little late, perhaps, that we 
should have a Board of three or five producers and refiners; 
in other words, men that are versed in the economics of 

price and markets and them men then decide as to what the 
market is and say to the Conservation Board "This is what 

we are prepared to buy." 

Th CHAT RMAN: Mr. rlotKine, surely you-are 

not suggesting a new Boar¢ of your own. You want a Board 

of producers? 

MR. PLOTCINS: No, it is not a Board of producers, 
not a Government Board. At the present time you see I am 


not suggesting another Government Board or any Government 
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L. L. Plotkins. “te Soe 

Board. At the present time the matter of allowahles is 
arrived at by the Conservaticn RBosard through the nominations 
or the refineries. That system lends itself to too many 
causes of suspicion and injustices and monopolies. Now why? 
Because I am no more of an angel than anybody else and I 

know it does lend itself to that. Now, if the Board 
instead of going to the refiners, if the industry itself 
could get together and say "Let us ourselves form a committee, 
& pro-ration committee,"and it will agree with itse]f that 

so many barrels should be produced for the next month. Then 
not only the refiners would have a say but the producers and 
everybody else interested would have a say and it would do 
away with that suspicion that it is part of a particular 
programme to squeeze out the producers. Now I am convinced 
that is a true statement. But under present conditions 

with the Conservation Board method of ascertaining what is 
the market, it leaves too many things in the dark. Now, let 
us get away from the Conservation Board. What is the next 
most important agency that the oil industry has to deal with? 
Taxation. Well, in the matter of taxation, as I have given 
in evidcne, and anyone else who has reviewed it, we have 

no complaint of tte administration of the taxes. I have 
made some remarks about evasion. That is not a matter of 
law, it is a matter of administration. Taxation, the 
method of collecting it and the method of enforcing it is 
being done as efficiently as we can expect it. All right. 

Now, the only other matter that we come into contact with, 
apart from matters of production, and I am glossing over 

them because the Department of Lands & Mines now has machinery 


to take care of exploration of this and that and something 
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L. L. Plotkins. Tet eg 

else. 50 coming back to Government departments, we have 

the most important, the one that attempts to dictate wh 
shall be in business and on what conditions. That is the 
Fuel Oil Licensing sct. Now, that is a bug bear to our 
company because it purports to do something that I 

believe the Government has no richt to do. That US, ho 

t211 me I am born too late or my boys are born too late to 
go into the oil business. That is the one I have suggested 
throughout this Commission, throughout the evidence, that 

it must be reviewed, and my opinion is it should be entirely 
eliminated. Coming back to this situation at Lethbridge. 
Here we have this licensing Act delegating authority to 
decide whether we should go into Lethbridge or not. The 

City Couneil----- 

MR. FRAwLEY: Oh, well now. 

MR. PLOTKINS: Lam going to cover that. =% 
the present time we have not been able to go into Lethbridge. 
We have been two years attempting to get into Lethbridge 

or into Red Deer. We are not into Red Deer yet. We had to 
open up a station on the highway out of the city because 

the City Council said "“e have enough service stations and 

we do not want you." The same thing has happened in 
Lethbridge. Now, the Department under the Fuel Oil Licensing 
Act demands - I have a letter here just a day old, demands 
that we get the consent of the municipality. Now, to get 

a licence for me to go into business, or my boy or some body 
else's boy to: go into business to-day in a plain 1ACtLS 
service station, it takes six things to get there. The first 


One is the permit and consent of the municipality. 
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L. L. Plotkins. et 

’ MR. FRAWLEY : So that everybody will 
understand, that is a matter of town planning. There are 
Town =lanning laws in every minicipality in this Province. 
MR. PLOTEKINS: This ig distinet from Town 

1 ~lanning. 

MR, FRALEY: “Vell, I say it is. But we have 
passed the evidence Stage, of course. 

MR. PLOTKINS: We get a permit from the Town 
Planning Commission becuase the Council has the right to 

Say whether we will go in there at all. ‘Then the Town 
Planning Commission has the right arene whether we may go 
into any particular Spot, apart from the municipality. 

MR. HARVI®: That is absolutely correct. 

It is a matter of administration. 

) MR. FRAWLEY: You show me the legislation 
where the City of Red Deer can keeo you out of it when you 
want to go in and sell gasoline. 

MR. HARVIE: The practice is they will not 
consider the matter of an application for licence for a 
filling station until you have the written consent filed 

with them, of that municipality to locate in that municipality. 
MR. FRAWLEY: That is by reason of the Town 
mlenhing lecgislation. 

MR. HARVIT: No, you can be in an industrial 

‘ district, Town Planning just deals with the district, 


residential nand industrial and you have to get the Town 
Planning Act amended if you want to go in a residential 
district. But in an industrial district, which allows 
iuitine stations, or that class of business specifically, 
you have to over and above that get a by-law or the 


consent of the municipality in writing. 
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L. L. Plotkins. ele 

THE CHAIRMAN: You say that is all wrong, Mr. 
Plotkins. That was passed by the Legislature. 

MR. PLOTKINS: No, Mr. Ghairman, I have to 
differ with you, that was not passed by the Legislature. 


It grew out of regulations over which the Legislature had 


lost control. In other words, regulations had been going 
and going and authority has been delegated to new agencles----- 
THE CHAIRMAN: Mr. Plotkins, there could to 


no regulations, much less a growing number of them, without 
legislative authority to somebody to make regulations. 

It is just that sort of thing Mr. Frawley is trying to cope 
with, the Legislature not acting in an uninformed way; 
giving power to people without knowing what powers they are 
Pavameeor Wokt 1t will lead to. it may be utterly wrong. 
MR. FRALEY: i took 4 long tame irvine se 
make that plain. 

THE CHATRMAN: You cannot have regulation 
unless the Government had authorized it} authorized that 
some individual make some regulations on @ subject. 

MR. PLOTKINS: poes that imply that the 
Government of the day is informed to the extent of tha 
least little regulation that is passed by any Department of 
the Government? 

THE CHAIRMAN: | That ir. Frawley suggests is 
that before any regulation be passed, before any regulation 
be left standing, it be examined by a body who in the course 
of time ought to have an informed opinion which the 
Legislature cannot have because it cannot be in touch with 


these specialized businesses. f the Legislatures do pass 
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Acts and make regulations, which you. for one have been at 
no pains to spare them about, when they have nassed those 
which seemed to you unreasonable, that that should nat Z0 
on. That the time has come to try and work in harmony aml 
co-operation with the industry and the Government through 
the medium of an intervening body that has a special 
knowledge that the Government cannot get because it has not 
the time to study it with the other Governmental problems 
it has. That, as I understand it, is the whole scheme. 
The rest is detail. The rest is how far do you go with 
that body. It should not be allowed to go into economics. 
Should it have any mandatory powers and all the rest. 
(jere ie) De srave differences as to that, which is 4 
Meee ot GCeverl, @S to wheter or not it should heave this 
power Sid that or the other. 
MR. FRAWERY: The point I am trying to make 
oS Gere walked to you for hours, and J want to pet ‘x2. 
rlotkins into Red Deer if he is not there. Now, let us 
abolish the obstacles that are keeping him out. I laboured 
it ad nauseum. ; 
MR. PLOTKINS: I do not doubt your sincerity. 
and good wishes but, unfortunately, you cannot do every th ing 
in the Government. When you come and put me in the hands 
of minor officials with power enough to say yes or no, 
then that is a different story. I want to make this 
point clear in connection with this Board, that I see no 
evrection to a Board, as 1 have already suggested to the 
Government, of taking officials from each department that 
is intereste< in the oil industry and joining them once 4 


month or once every two weeks or even having a permanent 
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committee of those different officials to learn and master 
the intricacies and the relationship hetween the different 
branches of the industry and the different branches of 
Government that administer the oil business. 

THE CHAIRMAN: Wheat difference do you make 
between the, you say to take three men, one out of each 
Department of Government concerned, if there te that many.,..- 
what point do you make now, having those three men and 
having Mr. Frawley's three men? 

MR. PLOTKINS;: Here is the difference. 


THE CHAIRMAN: Except Mr. Frawley is not going 


to have civil servants, he is going to have men so outstanding 


they will be known throughout the length and breadth of the 
land. Now, what is the differences 

MR. PLOTKINS: Here is they dit ference. 2 you 
aovnot lost sight of the Tact’ we are’ a political entity 

and that when things have to be done they have to be done 
because of some necessity for political - as a matter of 
policy and a part of the Government, because times are bad 
or times are too good or because the industry creates 
problems. Now, I have in mind the experience I have had in 
dealing with-Governmat of having this stock answer 

"Well, we a it is not right but we cannot do it any 
other way because political conditions won't allow." 

Ye are not going to eliminate that with any amount of 
Gommiss ions. I am going to give en illustration of how 
they will get around a Commissonon. Tf the Government of 
the day or the officials in any Department want to do 
something noe might take them six months or a year they 


will surely enforce their philosophy on the Board. If they 
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cannot they will fire the Board or if they do not want to 
fire the Board because the political situation won't 
permit it, they will tie its hands and try to accomplish 
their ends just the same. Now, here is what I have in 
mind. This question of a service station has been the 
a difficult one for the Government. We have defied them. 
We have built service stations in any event. and what 
have they done? They had to figure out some scheme that 
would haye not the force of law but which would be more 
effective and prevent us building service stations. They 
devised a method. They said "Yell, we have got a good 
weapon, we will have the Fire Commissioner refuse to 0. K. 
it bevause it is going to be dangerous"and it will create 
such conditions through the Fire Commissioner that he will 
Mote reeanle to puild a eéervice station. 

THE CHAIRMAN: You want to keep that wp. 

You do not want anything new. 

We. PLOTCINS: iL do not want to keep 13 up 
but I feel if we limit the Government to technical and tax 
matters, to matters of policy, broad matters of policy, 
then they won't be scheming how to enforce or accomplish 
something that they want to accomplish, whether it is law 
or whether it is not. IT do not know of any way of 
accomplishing that except to have no Board. Now, coming 
back to different administrations or different departments 
of Government that we are dealing with. That is in 
principle three Departments, Lands & Mines, Conservation 
Board and the Fuel Oil Licensing act. The rest of them are 
relatively minor. They do not affect us very much and the 


two fundamental ones are those wiich attempt to deal 
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with pro-ration and the matter of regulating whe is going 
to be in business and under what conditions. Those are 
the two things that I think we need some remedy for. 

TH? CHATRMAN: What do you suggest? 

MR. 2LOTKINS: I am not claiming chat I can 
stand up here and suggest a.remedy that is going to work. | 
All I can do is help to the extent of the experience I 

have and what little knowledge I have acquired to tell you 
what I think. And I will tell you what I beléeve is a 
peretvre way Of handling these problems. First of all, 2 
am going to deal with mattcrs of the marketing practice 
that the Govérnment seems to be so anxious about. They 
have passed regu@ations. They have attempted to enforce 
them haphazard and they are matters that are so complicated 
and arise out of such deep-rooted causes that they cannot 
be dealt with by Government. But if we think it is in the 
Government interests that they should be dealt with then 

I suggest this. I have already made the suggestion to the 
Government and they have accepted it. There ts mechinery 
provided today, without creating some more Boards, and it is 
this. If to-morrow we decided that we want to eliminate 
barrels. sll right. We will get together and we will 
decide whether there is any more necessity for barrels and 
whether there is any longer any commercial or competitive 
advantages by supplying them, and here is some observation 
T want to make to the Comission, that barrels is typical 
of a lot of other maladjustments that arise only because of 
competitive necessities and when that competitive necessity 
passes they do nott always disappear. There is the problem. 


If they Cisappeared, it is the proper functioning of the 
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competitive system for me to meet by ingenuity, whether 

it is drums or delivery Or Some other method, to meet 

the situation. The trouble is when I find a new method 

the other fellow follows it and, of course, everybody is 
going it. . if I want to remedy that situation let us 

agree to it and go up to the Government and say "Here, we 
have agreed and the Government has the machinery under the 
Industrial Standards act where we will say it is reagonable 
the Government will pass on it and they will make it into 
aare OF law." 

MR. COMMISSIONER LIPSETT: But supposing 95% of the 
industry agrees and that 5% won't. 

MR. PLOTEINS: Well, Mr. Commissioner, the 
present situation under the Industrial Standards Act 
effectively deals with that. They just take that regulation 
Mais Gesivet™on the part of the industry and translate it 
into words and they make it a regulation that has the same 
Fores as any other law in the Province and they have the 
enforcing paoninecy. I am not in favour of that. ee 510 
just saying if the Government insists on butting in on these 
economic matters that is one method of doing it with the 
least Pe titan poaciee it does bring about a more or less 
eenerally sound-—--- 

MR. COMMISSIONER LIPShTy: Why did you come and ask the 
assistance of a Oommission such as this to advise the 
Covernment to make sure you got a supply of crude oil? ‘why 
didn't you leave that to competition? 

MR. PLOTKINS: Now, Mr. Commissioner, I have 
gaid before I would not have asked this Commission to give 


me anything if there had not been a donservation Board ir 


inser O48 ae 


no bdieats he, 
a 


tere 


aE nee 


Biro hog ras MA, - 
: 


ao 
dee, ure 
5 Bi 
' 
: 
t 
‘ 
ates ee ae 
“ oe 
z 
t é Pry py: 
Nee gener aloe eS fy eh ae a Sivas * 
* aay At ee SUSY oaket WEP ee SL Ninety 


v fee 


Peel eye E.: 


Urea) fe iver ao 
Coe 
oo yi i or y ete | 
“ili hen tea Age at OY ap Sin ye ; 
asc up te Smeg atts ORICA areeaara iy cal Dot ter 
i . 


reg 


beste wie Whe yn, 
a ease iene 
x ‘ 
Se) i eet gos a ney 
oak Dae “ ae eA, 
f . 
' ae ea 3 
y ee srt PS (hi) a Metts eral aa ae tow ries im 
Nl oe Rain ety ke gk Wed OP ae Tee tas 
i . 
4 
Bien =P A ey eae 
us wt a hi 
‘ ; ‘ \ rs 
i taal Peta et When’ Ae ‘ik 
Oia tih " ee tera 5 Fe 7 
eos | . . fl te 


ee / 


T—4. 
25 


-~18,190- 
is te ©8260 King. 


Turner Valley and if there was not any Fuel Oil Licensing 
Act and all these reoulations. I certainly would have 
nothing to ask. 

MR. COMMISSIONER LIPSETT: are you suggesting then that 


conservation be done away with? 


MR. PLOTKINS: No: Dram no $. 

MR. COMMISSIONER LIPSETT: Then there is a Conservation 
Board? 

MR. PLOTK INS: Yes. 

MR. COMMISSIONER LIPSETT: And you say next weck you may 


be left without crude oil? 

MR. PLOTK INS: No, not because of the Conserva- 
tion Board but because of the workings of pro-ration. 
EBhetnecrine conservation is a different matters« © do Snot 
Know sift can make myself any plainer. 

THE CHAIRMAN: You do not like the laws there 


are nor the agencies there are, but you do not want a new one 


set up? 

MR. PLOTKINS: I want the ones at present 
improved. 

THE CHAIRMAN: Welig I-think that isa our 
position. 

MR. PLOTKINS: That is my stand. They have 


had the experience. They have acquired knowledge. Some of 
the things they will naturally get to do and some of the 
things that they are doing, because the Government has 
imposed that duty on them, is unsound, and Mt 2S lier whe 
Commission, if they come to that conclusion that they are 
unsound, to recommend that the present agencies be changed or 


eliminated accordingly. 
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in us. Plovkins. 
TH CHATRMAN: We understand that. 
MRE eo TKI NS: That is about all I ¢an say. 


IT have an observation to make in regard to the statement 
that Mm. Frawley made in the course of his argument about 
me going up there and weeping about price cuts. Well, i 
did not weep but I complained. ‘Yhy did I complain’? Because 
of some regulation that prevented me from effectively using 
the weapons I would have ordinarily to meet that price cut. 


My hands were tied. 


MR. FRAWVISY: I want to untie them, Mr. Pldétkins 


MR. PLOTKINS: I certainly appreciate the help. 
There is another matter I do not think has been touched on 
and I want the Commission's consideration in dealing with 
bie tiperticular point. It is one that has been stressed 
throughout this Hearing, the matter of too many service 
stations. Now, I find myself ina position now where I! am 


Solmemco we ready to build a refinery. I have to make a 


big investment. I am faced with restrictive legiglation 
that just makes me hesitate. I am faced with a position 
where I cannot build 25 or 30 sérvice stations. IT am going 


to have to go and buy the existing ones. I went out to try 
and buy some and I find that a large proportion of them 
are obsolete. The equipment is old. The buildings are 
away out of date for present-day requirements and I am 
faced with just having to buy the licence. Now, if I do 
that the end that Mr. Frawley seeks, cheaper gasoline, 

just the opposite is accomplished because [I am going to have 
to set up as 4 capital investment the goodwill and licence 
value of the eis T buy out. Now, I am going to have to 


write that out of the profits some place and it will weaken 
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my cumpetitive situation in respect to somebody else 
already established. 


THE CHATRMAN: Mr. Frawley is trying here too 


see that you be free to go.into these points and buy your 
own Shoe | 

MR. FRAWEY: and assualt the gallonage. 
MR. PLOTKINS: I have had quite a few dis- 
cussions in the last several years with Mr. Frawley and 
Mr. Frawley has expressed, and other Government officials 
expressed their willingness to help to do this and do that 


but the net effect of what they have done has bem the 


opposite. 

MR. FRAWLEY: aS well as the lacGillivray 
Commission. 

MR. PLOTKINS: Yes, when it comes to dealing 


with you or any other official of the Government that has 
not complete authority. 

THE CHAIRMAN: I suppose you feel this, 
Commission will do you harm before it is done? | 

ME... PLO TKINGS : Well, I feel I have had a square 
And a air. Pee: Life] ane Commission will deal with it 
in the abstract and I am more likely to get fairness and 
justice than I am out of some Governmait, minor Government 
official or out of the Government that is pressed by a 
million problems. The only thing I would like to say is 
about the pipe line. It has been discussed. I suppose 

it has left again an impression that theretofore something 
had not been said. There is nothing has not been said. 

I believe that we should be fair to this Public Utility 


Board and I sense the reason that there has been nothing done 
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is probably for the same reason I did not press the 
matter. I did not know when I was apprised of it by 

Mr. Frawley upon it being made into legislation. ,fAL1 Tf 
knew about it was in respect to the aetions of this 
Commission, that they had made a recommendation and that 
the Public Utility Board was charged with the duty of 
seeing to it that we got the pipe line. Now, they in 
their opinion choose to override the words or the recommenda- 
tions of this Commission in respect to reopening the whole 
matter and they once having arrived at that conclusion 

that they «were justified in reopening the whole matter, 
they said to me what I have been told now, "Well, yes, 

you are entitled to a pipe line but the conditions we do 
heteknow. You will have to submit.-proof.”. And, the result 
ismtinatetdhey.did under pressure. from.me,.give an order,»a 
conditional order. Why they did not see to it that it 

was enforced I do not know. The reason I have not taken 
any real steps is because I think we shall get the pipe 
line and I am not complaining. Tam only suffering, an 
expense of 6 cents. Well now, I feel all that I am going 
to do is to make a claim on the Iaperial Oil or on the 
Valley Pipe Line or on somebody that legally I am entitled 
to that connection and it should have been put in and that 
i showla not be paying the 6 cents, and I am going to claim 
the 6 eents back. I feel I am entitled to take that 
stand and that is about all I can do. Now there is 
something, and it is only just a few words more, but it is 
the history of my effort to get the pipe line connection. 
It took me from December, or from November 13th, 1957, till 
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now - well, in fact, I have not got it yed. Well now, I am 
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not complaining so much about the delay because when I 

went to the different Ministers, or tothe Minister of 
Lands & Mines he showed me there was this difficulty 

and that difficulty and they could not just leave every- 
thing aside and deal with Me alone. 1 could nod pe 
expected to get that much honour and service. TI pressed 

as much as I eduld from time to tine to get consideration. 
But in the matter of a pipe line that we only had once 
Peeve cite loam perteciuly willing to wadt for the 
processes of law. But when it comes to economie matters 
from day to day I am not, because I know I will be sunk 
Pore cVoRrror any good out of 1%. (es st ores Looe 
conclude in asking the Commission to take seriously into 
consideration the matter of eliminating Many handicaps, 
legal handicaps -—- I am not asking for any consideration 

but legal handicaps that the small companies such as our- 
selves or the small producers or the small mar in any 
branch of the oil industry is faced with, and that with 

the evidence that is in they will have a proper appreciation 
of the difficulties, and what they are in the light of their 
knowledge and judgment and give us as much relief as the 
conditions will pezmit. Thank you. 

THE GHATRMAN : Mr. Macleod and =r. MacKenzie, 
T understand we are to have the privilege of hearing from 
both of you. What is your pleasure about proceeding or 
coming back at two o'clock? I do not want you to feel that 
your argument should be hurried. Ye are expecting benefit 
from them am we are content that you should take all the 
time you wish. Equally, we want to do what you want. 


MR. MaCLEOD: Personally, I am in the 
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Commission's hands. 

THE CHAIRMAN: How long, roughly, would you 


expect to take, without hurrying at all? 


MR. MACLEOD: I would not like to tie myself 
down to less-than half an hour. Personally, I would rather 
come __hack .- 

THE CHAIRMAN: Very well. 


(At this stage the Hearing was adjourned until 2:00 P. i.) 


¥ re | ee duodtt 


F a ei ; » > 
TaAGeWr Pan OK 
oe Po 
i ie oo 
i ee ‘ 4 : 
he Poe a teenee ro a 
f ie ; 
" ie 
> 7 ; + ; 
. a ie ; hye _ e 
. , 4 . : ieee 7 (Re —. : 
a ie 3 ; T ei 4 r= “i 
' h Obi « (> ; hg 13! } Ga 
Be * ay md de RY ¥ if V i a ae ef Aig sand 
Pad ; ; hs ee aah Tikt Uatee a een ie . Oy) ero ie ee a 
i | é ‘ MY , 
’ 


: is ? J . Settee | f - e ny. gs bat ade "3 ade a) 


t : ' : : 
: . : si | i 7 
' ee ee ee a ee ; 
i - « 
Pe hse ree a ue _ Bes tere in hs : 
vee i i um? 
“al a 
5. ant | 
‘ Uh - 
, + i. 
: ye oe 
‘ a 
e § ry Sn f 
ms) 0 7 a) 
Es « 
~ : 
ai il 
‘ i > eh : { 
“ ‘ ‘~ 1 = 7 
‘ f = 2s + 


4 

* 
o 
ay | 
> 


ae 
A 
JoHeA.Nacleod, KC 


os 
-18,196- 
& P.M. Session. alta 


THE CHAIRMAN: Mr. Macleod. 
KR TACT ROT) & : fr 
MR. MACLEOD: ir. Chairman, and Mre 


Commissioner, I Go not intend to take up very much of 

your time. “hat I want principally to do is to deal with 
the Board whieh has been suggested last night, in the 

light of the evidence given by Dr. Frey, Which is largely 
the evidences also of Dr. Brovm. And there I want to refer 
you to soms passeges of by. Frey's evidence, not necessarily 
to read it, because some of thet was reed oefora, = bUL Giex 
to illustrets by reference »hat m’ ideas of his evidence 
ars. 

First, I would like to 
say a word or two dealing specifically with my own client, 
for the reason that if any bludgeons are thrown during the 
Sittings, or may I say, putting it without offence to Mr. 
Commissioner, that when any shillclagns have been flourished 
they have been aimed at the head of my client. I would 
Make’ tO ask you, Sir, just what crime we have been guilty 
of? As you know, and as the gvidencs shows, we have a 
large organization. It has been more or less world wide 
and has never been in the Dominion of Canada until 1926, 
we entered the Dominicn of Canada by way of this Province, 
more or less accidentally, as has been pointec out, owing 
to the fact that we took over a company which had eertain 
Gomiittments in this Provinee. At that tims there was no 
erudo oil of any kind produced in the Provyinee and like 
other operators we ee ted the crude oil in Montana, to 
whieh this country is tributary to a certein extent, I 
mean it is geographisslly tributary apart from the inter 
Ané Montena is now in competition,with 


national Line. 


we do not refine here 


the Turner Valley field. It is true 
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as the Imperial do, because we happen to have, more or 

less also accidentally as the evidence Shows, e refinery 

in Montana, at a distance from Alberts whieh made it 
economically feasible to import our gasoline and our refined 
products from Montana. We did at some time Spend @ consid- 
6rable amount of money in exploratory work ia this Province 
With a view to finding more crude oil resources. 6 Spent 
hundreds of thousands of dollars. ‘We drilled either alone 
or in one case in co-operation with the Imperial, we drilled 
two or three wells, which were unfortunately unsuecessful. 
We kept a large staff of geologists here for years. At 
the present time we have one of the leading geologists of 
the Texas organization here for the purpose of undertaking 
exploratory work,brought in guite recently from Denver. 

Up to date we have not found any crude oil supply. ‘6 

have in every case paid the duty which the Parliament of 
Canada in its wisdom decided should be paid upon these 
products in which we deal, upon their being brought in from 
abroad, and while I have every sympathy with anda every 

hope in the future wurospect of the oil producers in 
Alberta, I do not think they are the only people who should 
be considered. I think that probably the experiences of 

the last few years have taught us that you cannot, 
especially in a country as far flung as Caneda, you cannot 
put ae fence around it and keep everything else oute I 

do not think it is any crime at all to import products 

when you pay the duty that is demandea for that importation. 
At the present time we are very glad to impart acroplanes 
and war supplics from the United States. 6 are glad to 

get thom to teke our cattle, all of which is probably as 


important to us as is our oil industry. with regard to 
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the dumping duty we have peid that on the basis which the 
Government laid dewn. True Mr. Russell tole us they considered 
thet more or Less obsolcts but they have not told us So. In 
other words, we have paid our price and we have taken e 
declaration that it was the fsir market value for home 
consumption afd it has never been questioned, If it is 
questioned and another fair market value for home consump- 
tion is set, and we are still continuing to import, we 

Will either have ta buy at a higher figure to mest the 
requirements, the basic requirement of the home market 
values set by the Dominion, or we will heve to pay a dumping 
duty. I eannot quite understand the attitude my friend 

has taken. He seemed to hold qa special brisf for the 
consumer whieh would mean that the cheaper we coujd inport 
the eheaper we could sell, and still he has joined kn the 
eey or in the implication, that we in some way have been 
hoodwinking the Department and bringing in stuff at a 
lesser prices. Beeause if that is so the only result it 

can have or sould heve is that we have to pay a higher 
price for our products because of the dumping duty and it 
does not lower the oricee It merely would have the effect 
of making us pay a higher pries. Through all the years 
thet we have been in here 1 think it aan be fairly said 
that ve have played our part in the improvement of the 
industry, in the Lowering of price. Mr. Frawley has 
continued to talk about the nocessity of b-aring down on 
Mx’. Halvorsen, - I quite understend what he means by that, 
nothing personal - and I submit we have done that in common 
with other people. I won't say we have been the leaders in 
anythinz, but I will sey with eonfidencse that we have been 
at least in the van both in improvements of facilities, 
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necasion we were placed.in a price-cutting position by 
the reduction in the duty. So that I do not think we have 
to be apologetic at all of the role that the Texas Company 
of Canada has played in this Provinee. It is true there 
has been some criticism. We might heve bought our refined 
products here. There is evidences we could not have done 
thet until recently. Probably we could not. Wheat I 
would point out is this, that while we are an independent 
company, we are part of qa world-wide organization, and I 
Submit it would be of very little interest to such an 
erganizgation as ours to merely set up in Alberta as a 
gobber, jobbing the products of some other refinery. We 
are mt particularly content with the role which the Ncerth 
Star plays or which Mr. MacKenzie of the Great ‘jest has 
played. So as I say I do not think we have any particular 
need to apologize nor can I understand the statement made 
by one of the Commissioners at one time that the Texas 
Company cannot be considered as furnishing any opposition 
because it wes doing business at a loss. I fail to see 
the pertinence of thet because if we did more business 
at a greater loss it seems to me we would still be causing 
competition in the vay of lowering prices. 

Now with regard to a 
Board, in that regard I, Sir, fully endorse what Mr. Nolan 
has said. 
THR CHAIRMAN: Mr. Macleod, before 
you pass on to that, do you care to onlarge upon the 
intimation you made yesterday to the effect that something 
Was going to transpire in a month or so? 


MR. MACLEOD: No, only what is comnon 


knowledge, that the Texas Company of Canada has been sold. 


ovat. gor sent aeih gitar: OPA 


wreak’ eee) enh atiet" widens aust Sr he t0° é wis 
mht enna ithe ee york SOee" obs Bt: ewes ead 

Lp PUNT bah) ha ihideyinas f earth tetishin' a: voateaate an 
Tae Sa) ates Five. Be or Gat omeririahre: RE Be owes Ke : 
a aa ae hiro yea Yitdadone <eieeap ta 

oe heenar een 22 fe Ret aa ead ee rae ee eh sie. deter: ss = 
Pee Hanae. ett Spon ge e* te reat wee: a 3 i 
seagnyd af taametal Gh FP. wee ‘to ad sdeoe it’ aa 

ao he ee neta Oi. Gy | + aye 4iosep og” “ata en ‘vote antlveyin 
endian: ‘revit yang: Yer etoRboM, we grtudit: Baden ; 

erin ta, cane MiRemator i lng. ee sith: raed few tb Pte hooks ey. Fant sd 1 | 
er ae a ele: wale : 
Lap oract: wit Gara ae Gaal © ob Eo pared ae os cboweta’ —— 
bast. Chie era oak heared t “neg ‘gig woRaRLog a ‘2° Shen 7 
caggel! gate gene? wee dee i bbe! ‘omy vo" on, a | 


LEO YO Set NT! ie ROT ARE Re denise" ie 


a a 


eat al 4 ot Rae apha Yiee tonsa oe 


EO PERSIE. weeek--° remege tang? bauer’ Toil ; 
<* ea 
Oe eth s 
i et Ss a soy 


a: ; i ; a Ts . oF 


“4 eteobe at - 
OA ORO WER 


PRESS 


T-3 
5 
~18,200+ 


JeKeAsNacleod, RaGt 


Further than that I do not know what result it might have 
on the operation that has heretofore been carried on. 
MR. FRAUD AY: : It has bocn scld to 
another Texas subsidiary? 
MR. MACLECD: The Texas ecentrol the 
Jgompany, that is quite true. 
THE CHATRIMAN: What company is that? 
MR. FRALEY ; The MeColl Front snac 
Oil Company is now a Texas company subsidiary. 
MR. MACLEOD: I da not know anything 
but what the press has disclosed, that some time ago the 
Texas ‘Corporation bought,not, I think the absolute con- 
trolling interest, but a substantial interest in the Meoll 
Frontenac Company. some time ago it was further reported 
that the Tdéxas Corporation had sold the assets of the Texas 
Company of Ganada Limited to the McColl Frontenac. Just 
what effect that will have on the question of the importation 
and all the rest of it I have no idea. 

Now I wceuld sey that 
I heartily endorse what Mr. Nolan has said, that in the 
very nature of things any recommendations made by this 
Commission must be made on the evidence that has been 
adduced to it. If, for instance, the Government wanted to 
get Mr. Frawley's opinion on what should be donc, he was 
always at their beck and call, ana there is ho nessa of 4 
Commission at sll. This Commission has sat for over a 
year and has heard evidence and Surely any recommendation 
to be made should be in accordance with the evidence 
I tomper that by saying this, that is absolutely 


given. 


true as to fact. As to any man's opinion, I suppose the 


Chairman or anybody slse, or the Commission aS a whole 
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may not endorse those opinions in toto. 

THE CHé IRMAN: I think that is just the 
point, kr. wacleod. Certainly we act upon the facts as 
established before us, insofar as wé may acesept the 
evidence that goes to the establishment of the facts,and 
giving such weight to it as we think proper. And where 

it is a matter of expert opinion there again I think we 
should not set ourselves up as experts. But where it is 
in the field of reasoning and thinking, we still do our 
own 

WR. MACLEOD: Surely, and in that 
connection I would point out taat Commission Counsel and 
the Commission itself have brought I should think the 

very best experts it could get and these gentlemen have 
told the facts. They have also given us opinions for 
what they are worth. Now I am not going to say that 

this Commission is absolutely bound to follow the opinions 
of Dr. Frey, but certainly I think it should give the 
opinions of Dr. Frey great wight, even as 4a matter of 
opinion. ‘:hen you get to fects I think probably he is 
even more absolute there. Now if I might summarige 
LIPS. se wae 

Tim CHAIRMAN: They should have the 
ony ercatest weight. where itis a matter of opinion in 
the sense that it is experf opinion. Where it is a matter 
of opinion arrived at as the result of reasoning from 
facts, it will be or course of value only insofar as our 
uwn reasoning leads us to the same conclusion. 

WR. MACLEOD: i cee 


T CHAIR MAN: Do you think that is Sound? 


MR.MACLEOD: Lithinkothse tele asouna. 41 
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think though that most of Dr. Brown's evidence and Dr, 
Frey's is in the category of expert opinion, even where 
they were not stating absolute facts, catogorical facts. 

Now I would like,before 
referring to the verious references and giving the various 
reverences I have noted here, I wovld like to summarize what, 
in my opinion, Dr. Brovin's evidence amounts to, and -Pathink 
it is, oxcepting in one or two instances, it is also Dr. 
Frey's opinion or evidence, where his evidence was directed 
to these same points. In the first place 1 think both 
gentlemen have agreed quite clearly and quite unequivocally 
thet the ideal situation is to be reached, generally speaking, 
by allowing the forces of competition end other economic 
ferees;to have full play. .Th.t is the first proposition. 

necondly, Dr. Frey 
states - and while some attention has besn 
tack tocutle. Brown did mot so. stats, Lam inciinec. to 
think he would have if he had had his attention specifically 
directed to it - that there might occur certain occasions 
and times when Government intervention is not only proper 
put necessary, As you remember, Dr. Frey gave four sch 
occasions. First, when there was undue scarcity or undue 
ylenty: when there was a monopoly or a threat of a 
monopoly. and fourthly, when what sesmed to be competition 
was really not sompotition by reason of collusion betweon 
suppcsedly competing parties. 

Now then, the third 
proposition he mads, as l understand it, either expressly 
or by implication was, that you hed to be very sure that 
the occasion demended Government intervention before such 
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Government intervention was advisable, and as a coroilary 
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to that, although perhaps it is only by implication, I 
think it is a fair inference from what he did say; is 
that Government interventioh should be sped et: that is 
directed to the evil which made it necessary ahd probably 
only continuing for the time neecssary to correct or 
prevent that evil. That it shoul: not teke the form of 
general control; just because in one particular instance 
some mischief had arisen which required Government inter- 
vention to correct or control. Furthe: than that, with 
regard to this particular Provines, he says that on his 
examination of the situe tion here he had not fou'd anything 
whieh in his opinion warranted such Government intervention. 
Now’ I would like to give 
you some references if I might. First of all the matter 
which I raised the other day and which the Chsirman asked 
me to give areference to, that is the question of whether 
or not petroleum products were a necossity. You remember 
at one time on cxamination by you, Mr Chairman, it was 
stated by him that gasoline was now out of the luxury 
class, but later on he qualified that to some extent. 
In Volume 1dc, at 

Page 14,778,to Page 14,780. I just have the notation 
here. I won't re3d it all because that will probably 
bring it to your mind. Dr. Brown says near the top of 
the page 14,778:- 

"A Yes, and no manufacturer can hope to get a 

" popular market unless he will cut his pattern 

" to fit the cloth that is available. 

"> Now that is fine, but that surely has no appli- 

Mi estion to anything thet you consicer to be a 


“ necessity? 
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MA Yes, it does. Gasoline can be replaced by 

" hor s3sé 

"Q Oh Well, wo must stiek to our definition if we 

say it is a necessity, that is one thing but if 
you Say it has become not e neces: ity that is 

: another thing. 

wh Thera is nothing that is not replacesble; that 
u is the very fundamental nature of value; when 


we talk about @ thing being irreplacoable, wa 


tb are only dealing with two or threo things in the 
” world. Woe cannot get along without air and we 
" cannot get along without water. ‘e can change 
8 the food over quite a psriod- .6 can wear all 


" Sorts of different things, We ean travél on foot 
y Wrapped up in gunny sacks, or we can wear fancy 


nm shoes. " 


and so on. Tmt is however far removed gasoline and petro- 
Leum products may be from being s Luxury today, they are not 
mecossities in the sense that they are not irreplaceable 
with something olse; and at a certain stage it becomes 
profitable to replace them. So that they are in competition 


with all other products or products by which thoy might be 


replaced. 
MR. FRALEY: In competition with horses. 
WR. MACLEO DE Yes, they are in competition 


“too with buses driven by cecal in England, and gas that is 


distilled from coal. 
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THE CHAIRMAN: It would be quite a long swing, 
would you not think, before horses would replace the auto- 


mobile now? 


MR. MACLEOD: Quite, WV just wanted --- 
THE CHATRMAN: Yes, I am glad to have that, 
MR. MACLEOD: In connection with what I have to 


say, I spoke of it yesterday. 

THE CHAIRMAN: Yes thank vou, 

MR. MACLEOD: Now in the same, in Volume 131 
Page 14,653 he deals with the necessity that should be manifest 
before Government intervention is indicated; that is the 
second of my propositions which I said was involved in this 
evidence, I am not giving any reference to competition because 
that was all given yesterday and this may hav: been given to 


you yesterdsy too. 


MR. FRaWLSY? Yes, I think I read this whole 
page. 
MR. MACL20D: He says: 


"aA. I think that whenever a Government takes a position, 
p a mandatory vosition, thet it wants to be very sure 
ie: of its ground and tobe sure that the thing about 

" which it is going to be mandatory absolutely demands 
f action. And beyond that point I think that the 

u Government should exercise an influence, just as 

Pe 2000 atl influence as it ean, over the ways of 

" business without necessarily teking a mandatory 

uf step. A straight punitive action on the part 
ss of the Government is dangerous, in my judgment, 
4 and only when the end justifies the meuns is it 


® desirable for the Governmert to go all the way." 
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And then a further quotation with regard to the necessity in 
Alberta is in the same Volume, that is Volume 131, at Page 
14,655 to Page 14,657 ana you, Mr. Chairman asked him there: 
"Q. Dr. Frey, tobe concrete Government intervention, 
LU as l understand your views, - Dr, Frey, Government 
. intervention should, under no circumstances, be 
A made unless the conditions are such as to patently 
i indicate the need for Government intervention. * 
And the answer is "Yes", and then you go on: 


vial That until it appeared that Government intervention 


4 is desirable it must be treated as an emergency 
i measure or of temporary duration or it must be 

43 considered serious, of so serious a cnaracte 

u as to cell for the creation of a Public Utility 


at which is to be put under the dominance of somes 

Mg Public Utility Board?* 
And he answers "Yes" and that is where I got the proposition 
which I said might not be expressed but implied, that where 
you have @emonstrated an absolute necessity of intervention 
that, it might not be until it got to the Public Utility stage. 
the intervention must not be of a permanent and all-embracing 
kind but temporary and fitted to meet the evil which hes been 
demonstrated to exist and that goes on to the following 


pees -—— 


Hm CHALRMAN: I would not get that fromthat 


MR. MACLiOL,: Pardon’ 


THR CHALTRMAN: I would not infer from what he seid 


there or apparently what I said and he agreed with, Lt is 


that there should be no sntervention at all uniess the need 
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hés arisen. 
MR. MACLIOD; Yes, that it was very patent, 
THE CHAIRMAN: Yes, and that then it should be 


of a temporary nature to meet thet need. 

MR. MACLSOD: Yes. 

THE CHAIRMAN: thet if the need, that if it is 
disclused that the need is of a permanent character then you 
must think of something in the nature of a public utility 
character. 

MR. MACLEOD: Thet is what you say andhe aerees. 
THA CHAT RMAN: That is different from saying that 
you should never move until you are prepared to make the 
Poeueury a public utility. 

MR. MACLEOD: NOY Rot at eli. If a certain 
thing arises today, is apparent today, I would not for a 
moment say that the Government should not act if the Industry 
does not act to remedy it. 

THs CHAIRMAN: How would it act, the Legislature 
as a whole cannot act. 

MR. MACL=OD: I was going to deal with that, I 
think ae Legisleture is in a position to act. I think more 
risk, as Mr. Frawley, pointed out last night, more risk is 
involved in hasty action Caen delayed action. These things 
do not AE san overnight or at least the consequences Go not 


hapoen overnight and I think the Legislature is the proper 


place for such action. 

Now following along thet same 
quotation, Page 14,650, Dr. Frey deals, after these general 
principles which were largely contained in your own qestions 


to him and his agreement, the question goes on and I think it 
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is still by the Chairman: 


"Q. Now you have been invited to come to Alberta an@ 


H to make a study of the situation as we have it 


iL here; you have heard a good deal of evidence 
" from Mr. Cottle as to the accounting standpoint; 


you have heard a good deal of evidence bearing 
- on Other branches; is the sitatuion in Alberta 
a such in your opinion that it would cell for 
7 Government intervention of any kind? 
rA In the marketing I do not see any indication that 
there is any necessity for Government intervention,” 
THE GIAIRMAN: That is Page what? 
MR. MACLEOT ; toeG 78) Page 14,655, "ites 
the bottom of the page and it goes on for the next few pages 


more or less. 


THE CHAIRMAN: Yass | Ghink Mre frewley rece 
that. 
MR. MACLEOD: Then I think Mr. Nolan gave a 


reference, which I have not got, where Dr. Frey explicitly 
said that his statement here with regard to the marketing 

here, that there were no abuses that he could see, calling 

for intervention applied to this Industry generally, have you 
that? 

MR. NOLAN: That is not in that Volume, 

MAJOR LIPSETT: Volume 132" at Page 14,676. 

MR. FRAWLHMY: Tf I did not read that Mr. Nolan 

did » 

reading it, I am just 


MR. MACLEOD: T am not 


mentioning it. 
Then you will remember there 
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was some discussion as to when public utilities are necessary 
and Dr. Frey confined them to a position of monopolies ana 
in certain cases like the New York milk supply as to which 
the Chairman questioned him, in order to ensure a proper 
supply and thet reference, I do not think it was given to 
you yesterday, it is volume 132, pages 14,799 and 14,800. 
No, I beg your pardon, that is wrong, that is in Voltme 
132, Page 14,781 and just one other reference on those points, 
on this general need, which I would like to give you, and 
that is where you remember, Mr. Chairman, you suggested to 
him that while in his opinion a mandatory Board, e Board 
having mandatory or prohibitory powers, regulatory powers, 
may not be advisabie, still whether some sort of advisory 

or Liason Board might be acvisable, and at one time just 

at the end of his evidence he rather agreed with that, there 
are others, there is another part of his evidence to which 

I would like to direct your attention on that point and that 
is in Volume 132, Page 14,799, where he is dealing with the 
necessity or advisability suggested by yourself, that there 
might be some Board that would bring these things to the 
attention of the Legislature and which would be more expert 
and he is dealing with that in this reference. Ma jor 


Lipsett asked him: 
rs 


: that general picture you gave would presuppose that 


Well, Dr. Frey, just to ¢€o 07, 


M the Government had some representative or some board 
4s or something that was alive to matters of that kind 
" and prepared to intervene in some way, either by 


: friendly advice or if that was not accepted, by some 
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satisfactory power, would it not?" 
Me jor Lipsett was departing a little from the idea when he 
brings in that last part, and he Says: 
"A I would naturally assume that the Government would 
i be alive and the other thing is I would naturally 
rt assume thet there are just as meny voices in Alberta 
if under such a circumstance as there would be in the 
i United States. the volume of mail which I have to 
u deal with in the course of weeks, in a wsek, is a 
a pretty strong indication to me thet our people arze 
: vocal and IT would assume that that same situation 
io exists in Alberte and that the Government would be 
fo) dustlas responsive." 
And then he goes on to tell about the number of letters he 
gets. 

& CHAIRMAN: Taking the view you do, as you do, 
Mr. Macleod, of Dr. Frey's evidence as a whole, namely that 
he would have no kind of a Board, how do you stack that up 
with the position he himself occupies in the United States, 


which he considers to be a useful one. He is on a Board --- 


MR, MACLEOD: Yese 
THE CHAIRMAN: And he considers it is a very 


useful Board and doing very useful work between the Government 


and the Industry in the United States, There cannot be any 


doubt about that. 


MR. MACLEOr: I did not hear all hie evidence but 


I took it that he thought that one of these conditions had 


arisen wbich has not yet been cleared up and that is the question 


of over-production of oil and so on and that brings me to 


another point which I think you raised yourself today, 
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Mr. Chairmen, about an uninformed Legislature and the necessity 
of some Board or something ---= 

THE CHAIRMAN: You understand, I was not speaking 
of any particular Legislaturs, 

MR. MACLEOD: No, I qui e understoor, 

THE CHAIRMAN: I am speaking of a Legislature 
consisting of a zross-section of the people of a country that 


cannot be informed about a specialty. 


MR. MACLEOD: We are taking the average Legis- 
lature. 

THE CHATRMYAN: Yes. 

MRe MACLEOD: Well I do not think, in my submission 


I do not think there is very much force in that becauso all 
Governments and I made the suggestion the other day and used 
the instance of Mr. O'Mearats function down in the Secretary 
of State's office which Your Lordship rather misunderstood 
and remarked that it was cown in Ottawa instead of here but 

T am dealing with this, we have a petroleum branch of the 
Department of Lands and Mines, we have an expert branch, 

we have this Conservation Board here which is a Government 
organization and there is in every Government, every 
Depertment has experts end they cm get in any expert opinion 


they want on a particular theme, beyond what they already 


heave --- 


THE CHAIRMAN: In short, you would rather have 


the experts attached to & Dtpartment of Government and 


subservient to a politicel body rather than entirely 


independent of the Government. 


MR. MACLZOL : I do not think they are subservient. 


T do not think these experts are. 
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TH CHAIRMAN: Oh, they are civil servants. 

MR. MACLEOD: Civil servants, trxe, but their 


problem is to give expert advice. 

TH CHATRVMAN: On the same reasoning one might 
attach the Judges to the Attorney Generalts Department. I 
doubt if they would have the same freedom or be though of as 
being as independent, | 

MRe MACLEOD: But the question is this, 

Mr, Chairman, it is not a question of independence because 
these technical branches of Government Departments have no 
mandatory powers, They do not do anything but they are there 
to advise the ultimate authority in the country, in a democratic 
country, the Legislature, on the technical aspect of questions 
Which come before it. 

THS CHATRMAN: All right, Mr. Macleod, and pr1se 
there to consider that, this Board might or might not have 
mandatory powers but let us assume for the moment we were 
pleased to accept Mr. Frawley’s view that all these agencies 
of Government should be put under one tent. 

MR. MACLEOD: Yes. 

THE CHAIRMAN: That there be on agency of Govern- 
ment with such assistance as it needed to carry out the functions 
which are presently teing performed by numerous agencies, 


MR. MACLEOD: Will Your Lordship let me deal with 


thet later? Well, I can do it no, 


THE CH ATRMAN: It is just on the point that you 


say the civil servants who are attached to Departments of 


Government have no mandatory powers, 


Ma. MACLEOD: No. 
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THR CHAIRMAN: I say, all right, cOntemplate 


for the purposes of this discussion, a Board without 

mandatory powers --- 

MR. MACLEOD: I think there is a little confusinon 
between what I am talking about at the present time, that is 
technical advisors to departments and such Boards as Mr, Frawley 
wes talking about, whose functions he intended to combine in 

one Board, Those are administrative boards. Now if you went 


me to deal with that aspect of it I can, 


THE CHAIRMAN: As you wish. Perhaps you had better 
continue. 
MR. MACLEUD: My idea is this; after all in 4 


democratic country, we must believe that the Legislature, which 
is very largely, as we kno, a creature of the Government in 
power and within limits, it is led by the Government in power, 
it is going to be a just Legislature. 

Nowcin ‘the first place, if you have 
an evil that has arisen and you do what I think Dr. Frey 
suggested, you get a special remedy for that evil from the 
Legislature. You not only have the technical experts in the 
Department to advise them technically but you have in the 
ordinary course of legislation, you have the matter before 
committees where everybody is heard, before the Legislature 
takes action end I think it was Your Lordship who referred to 
this morning the very extreme language of the legislation 
under which this Commission was issued. My submission is 
there that thet language, my client's submission given by 
Mr. Ray pointed out, that it was very illogical because it 
said certain things were well known and then they went on to 


leave it to this Commission to find out whether that was so 
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OREN Ob That is wmat happend but what I would like to point 
out is this that even if the Legislature had subscribed to 
their statements,it did nct translete them into action. It 
appointed this Commission to sit and work for a year at a 

cost, as Mr. Frawley points out, of about %55,000.00 to 
ascertain these very things. they did not precipitately 

take any action, which they would have logically done if they 
believed what they said in that Legislation but all the action 
they took was to appoint a Commission to investigate these 
statements which they had already said were universally well 
known and i do not think, by and large. sometimes they do ané 
if they do there is the ordinary recourse to the Sourts but 

I do not think, by and large, you will find that Legislatures 
go very far wrong, 

1 think it is more or Jessie 

travesty on Mr. Frawley's recommendation made Last night as 

to the appointment of this Boerd, that the gist, to us, 

that the vist of his .wroposal is merely the gathering together 
of Departmental functions under one head; that may be the 
result but to my mind it is the merest by-path; what 
Mr. Frewley wants is a Board that will have its finger in 

every aspect of this industry and control it a rom Ae Ler. 
Now it may be if we searched through the Statutes we might 

pick out things which would total up to all these powers which 
he intends to give this Board, end if it was only a Question 
of consolidating the activities under one head, there would 

be no objection to thet but I say that 1s not what he is aiming 
at in this Board, he is aiming at a Board which will have 


mandatory powers and exercise them e 
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THE CHAT RMAN: He says, of course, that they have 
NOW. 

WR. MACLEOD: All right, supposing they have, 


and what I am going to suggest now is this, that many of 
these Statutes are merely on the Statute Books, more so 
perhaps in the last five years than ever before,-allalthough 
it happened in other legislatures, - you have legislation 

to which effect has never been given. 

THE CH ATRMAN : You think it would be given 
effect to, if it was given to another Board? 

MR. MACLEOY: Lo think’ 80, “IT you -get™a Board 
whose sole and only duty is to regulate that Industry, that 
Poecerve tio. and will do it. You may have an Act now which 
gives the Government, some department of Government, the power 
to say to you “You will not get a license to build a4 service 
station here", as a matter of fact, I do not think they say 
that. itey aid for a little white ---— 

THE CHAIRMAN: But that does not stack up very 
well with your erg .mert as to the wisdom of Governments and 
the fairnsss of Governments, if your realization of their 
legislation is that they will never act on it. 

MR. MACLEOD: No, I didn't say that but I say 
it is the practice of most legislatures, and certainly of the 
presently exigting legislature, to pass Acts which remain 


dead letters, wisely I think, because they are foolish Acts, 


although they may not think so. 


MAJOR LIPSETT: Thet is not demccracy, as I understand 


it, the legislature of the country passes an Act which says 
certain things should be done end then somebody is able to 


sce that the will of the people is a dead letter. 
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MR. MACL&OD: No, I do not think you quite got 
the point. They do not actually say it shall be done but 
they vest a governmental authority with power to say it will 
be done and usually when it canes to the test of practice 

it is found it is unwise to have it done end it is never 
required to be done but wheat I do say is this thet if you go 
to work now and set up an elaborate Board with the sole Bim. > 
and you give them an office and a secretary and typewriters 
and everything else and experts,-and ycu constitute them for 
the sole purpose of fixing prices and everything, they are 
going to act. It is not going to be a mere power given to 
some governmental body which nine times out of ten is not 
exercised. 

MAJOR LIPSETT: The legislation you are contemplat- 
ing, is simply enabling legislation which enables the Govern- 
ment Department to do something or not as it sees fii. 

MR. MACLA0D2 No, it is not that at all. 

Dr. Frey says when an evil emerges the legislature does whay 
is necessarv, after an investigation, to meet that evil. 

Tf it is of such @ nature that it needs a Board then a Board 
Wilt result. 

MR. FRAWL3Y: And if the evil comes in February 
Or March or April, they wait then until the next February. 


MR. MACLEOD: T think so, As Ty seid Derore, 


there is more herm in going off half-cock in these things 


than waiting and as somebody pointed out this morning, 2% a.bh 


becomes a legislature that sits four or five times a year to 


talk about "waiting". A legislature that sits so often, 


passes an additional indemnity , passes a few acts and 


sc fe SA } : nie 
then goes home, They do not seem %o mina the inconvenience 
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of sitting two or three times a year, but thet is my point 

on that, to merely say that the Department of Trade and 
Industry, we will say, has been given the power to fix prices, 
that that is a very different thing from setting up a Board 
for the express purpose of reguleting the Industry. That 
Board, its sole purpose is to regu? ate thet Industry and they 
Wile dO. 1 U « 

TH: CH ALRMAN: I do not follow thst as a matter 
of reasoning. You say powers given to a department to fix 


prices, we will say, that may be all right. 


MR, MACL=OD: I am not saying thet even that 
Pe ell rient. that is dangerous. 
THe CHALERMAN: It is ell night in that they probably 


Will not exercise the power given to them. 

MR. MACLSOD: It is less dangerous and I am going 
furvuer than that --- 

TH: CHAIRMAN: Why not simply strike at the thing 
squarely and say, “There is no power should be given at all", 
MR. MACLIVOD: I am going further than that, I 
say it is within the rights and within the duty of this 
Commission, if they decide, contrary to what Mr. Frawley 
recommends, if they decide that these things which he says might 
well be abolished and united in one, are in themselves unwise, 
I think it is quite within this 3oard's ambit, the ambit of 
their duties and their privileges to tell the Lieutenant 


Governor that that is not wise. 


THE CHATRMAN: I follow that prfectly but what 


IT am at a loss to follow is giving a department the right to 
fix prices it may be less harmful because it will not be 


exercised. I do not follow the argument that giving power 
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to a Board is more apt to be exercised where it. is not 
needec or not wise than when given 32 department. 

MR. MACLEOD: What I am trying to deal with, 
Mr. Chairman, is this, if Mr, Frawley's suggestion which has 


been more or less given prominence to this morning in this 


consolidate, consolidate under one. consolidate in the hands 


or one instrument the powers which now exist in many. 


THE CHAIRMAN: That is a suggestion which rather 
eminated from me. I do not say that that is the whole of 


Mr, Frawley‘s suggestion at all but I put it to someone to 
take all these things which are now in existence and take 
out what is bad, preserve what is gcod and give it to one 


agency, ana what is wrong with that? 


hos 
Er 
aH 


MR. MACLEOD: Just what I think is wrong wi 
1G is this, if you take the bed out to my mind it takes out 


all mandatory powers. 


TH CHATRMAN: Yes. 
MR. MACLEOD: Then L have no objection, ©) co 


(GQ 


not know what your Commission is going to do. Mr. Frawley 


he is not going tu deal with taxes, that is 


himself admits 


a Treasury matter, T do not think it should dealwich 


rer, aside from, 


Conservation, that is a technical mat 
T am not sure that I agree with these gentlemen who 
constitute the Conservation Board in undertaking to Limit 

production to merkets. There is a grave argument that that 


is just what is wrong, 1 am nov prepared to argue one way or 
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PicCouservation <<-~ 


ote meee ete vie i ot a v3 ih 
Seats om ot a: Aid ade a hate 


Oe ga Sache , Mm 
Pig fT oe mh ie on ® wes iu Bm * - 
” aes 7 an One << bl te, ‘ eet . ae Me ray gm i v 


“yaked out ce - ore uotiter veg ned niet aa.¢ sis 
si Boron td oe Bayt i ad al Be‘, wilt rane, tee * 
bay i mid ‘cies, pishetganoe, babies 


hoe ih, date MOE ae hers et Beam Feats 


OS wat a tie pie ¢ oats ot ABs: = pg ARON |e 


oe Pay 


ate bi ‘: ree Me — piety Mie & nosdengndas 3 aie ‘27 


ay 8 eis. BH fs: Bee Dae iin BBL Wy oymaoayg errs om ea 


eta US ae 


2 


a dese anos r 2 gnaw es 


; a j 7 bi aes 
. ” aor, ti ; Me at d ol a5 ' ; 7 A us” 
ee. i U af it ee ee cee ti " a i tPA. 7 7 Ae oe cue es a 
‘ nel eye) vote COBY SS Saat s ns Samal . : i i é : Py yy s,: 


: , : | | it if 
som fe, ER Ba Oe RR Oe Sh eee 
acetic [aot G ba me 


’ f ~ » 


‘ : 
e 
. . ; 7 —h yr ae 
‘ p, tee 4 i 4 WO ‘eal rh J 
. 5 1 a : aye 0 
A ‘ mile Pert k hs : : "Ss 
f F e af ox 
wt 4a te) ’ . 7 mh we 
oh) FG ' L- * ar | Ms ‘ 2 
A sr 19, OPP, hh iges Y 2. . qe A Padre 
une “; aR 5 gh rh a 
a , n : 
. 
® 


Ss id Set os ang tra, ah oe « pee 
st oa Sole! ae? tet - ] 

| j at 15 , je tangs a og, of < i “nae 
ee iy at hind ag r +34 €: shad | 


EY es ith =e. | ae Ee 
aie aoe EL bh) ee ay » eam = 
/ & iP ee an ka) wae 
Vy Stade malian PO Me 
; ji > ee te . R Pe we ee A sie " ; ry 


BERT Tn igl 


a 


| (iw thei: if aCe: i 7 rm my, pak 
\ sa ie 


ae 3 n - 
rele ot ae 


a 

matt ay ed ed 
or ied none 2b a eos 
| és 


Rone est im. , 
i neers thy aes! a 
aay, i - ord at ee 
ar a hh a . iy m7 


£c, w : THT 


C-3 


15 
Je EH. A. Macleodk K. a. sab 
THE CHAIRMAN: Your teasoning, of course, would 


lead tis to advise the Government that Conservation be placed, 
I suppose, as an agency of the Department of Lands and Mines. 
MR. MACLEOD: Not necessarily. I think a 
Board is quite all right. 

THE CH ATRMAN: Way? You have just been telling 


us they all have technical experts connected with the Depert- 


ments. 
MR. MACLEOD: thet is cn distinct technical 
matters. I do not know that there is any particular reason 


why there should be a Board, not that I have any particular 
objection to it. 

THE CHAIRMAN: Except on your reasoning, carried 
tO 106 loeical conclusion, there should not de. You would 
think it should be attached to the Department of Lands and 
Mines with their technical experts, 

MR. MACLEDT: That might be, 

MR. FRAWLEY: f£nd let the Minister thresh out 
all these knotty problems. 

MR. MACLEA: I see no objection to that but 
there are more or less principles from the point of view of 
engineering or from the point of view of accounting that it 
seems to me might well be considered --- 

THE CHAIRMAN: Is that not what you are pointing 
out to us, that the Department has its technical experts? 

MR. MACLEOD: Yes, but for a different purpose, 
take the workmen's Compensation Boarj, I do not see why that 


should not be done by a Board, I do not see why the technical 


control of production from the enginecring standpoint should not 
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be done by a Board, I think probably it is a convenient 

place to do it but what I do say ig; and I eh talking about 
the advisory Board whith you talked nee! Mr. Che irman, 

I do not see why you need this advisory board to keep the 
Legislature or the Government which really controls the 
Legislature normally, why you need such a Board to keep the 
Government edvised on technicel , of the technical aspects of 
what comes before it and what I do say is it is the duty of 
this Commission ---- 

THS CHATRMAN: Supposing that there were people 
who took serious objections, and you have just voiced a 
possible one, to the attitude of the Conservation Board, 
where does the Government get its advice, you say it has not 
the experts attached to it which will deal with Conservation, 
waild they go it blind? 

MR. MACLiON: I do not think so. L thank abos 
instance the attitude taken by Mr. Fisher yesterday is a good 
one and it appeals to the majority of people interested in 
the Industry. I think if you go to the Legislature and say, 
"Here you created a Board and have given them power to do this 


as well as the other thing, which they are well-suited to do, 


( Go to page 18,221  ) 


. =* % 7 
tg r ‘ - weiss 
fost 3 meee . a = 
2 c : ui oF : § Lae ; re 
-- : « = a - f F bas 3 
me cs z E - = 3a < , > = : Ss 
- Me = = ‘ane os. 23 
= = _ Fed : a ~ mo i e ; cS. 
ss -- 7 y s =F 
rat § : I - 
“J e ar, 2 Moke Ae 9 -- 
. : : mes ce 
on! s va ' 
a4 * ee ce pee + Ss oe - : 3 
i 2 eee oe ses ae - + 
: : eat - 23 
; . c 3 ae or . ear ™ 
- = nS a es x 
ne Se ioe = : = : SS 
3 : e “nk ac Bt Fig bes = 
ee vas : z aig 
a fies es era = 2 =: 2 ue 
= rity =u is - mg a 
= < : am? Bee & = 2 aac) 
—- on’ aed * Low 4 = mY 
= ad toa a - A 5 - 
= or - ie 
P ‘ Z = ee - 
: Jtes - a - hex : = . 
(es, - Slit =a 2 ey ed ee 
~ Fe eae = 4 Ze - ; 
2 = 3 > <: so ~~ 
. . oo =e ay = Gos - + fas a = 
ees * : re i, cn at a a 
e ee ~ AS oo ane: - ae — © 
a re ww d = “as 
- x & pe aa 
eS = — ad pis = * ~ ‘ x 
<b a = a 2D ey ww. i s = eee F a 
= es = é ‘ ro a = ae ba 
< e : ‘ as, . = - = ~ 
3 3 = < hens +=, . ae t. 
_ 3 ion z re 2 i - é 
a 35 Ss aad ’ 
wes - x Be ns me - e : = on ae z 
= * pts) - on 2 
x > = aS ater 4 - 4 = ‘ 
~ 28 ie y 7 =~ - a v3 ay oa =- a =ik 
‘ . ae ‘ ae . es es % 
= a > a 3 e on a= ag 
= 22h = ‘ ss Qe Si e ® 
_ 3 ie =m ees 2 2 = oa to = 
~ ee Ba * at = 3 : 
ates e os, 
A ~ Tae “~~ 


T-4 
2 18 ,221- 


Jeo Beh -Niacleod, Leyes 


Then the Government do 
not go to the Conservation Board for expert advice, they 
go to their petroleum dopartment or any other source and 
they decide whether a Board, whethe: that should be dono 
or mote I mean the policy can be sattled by tho Legislature 
in the last resort. 
MR. GOMMISSIONER LIPSEIT: You take that very case 
you mentioned, Mr. Fisher. Mr. Fisher says the whole 
policy of the Conservation Board should be altered and that 
while they can only produce 100 barrels a day, if 100 is the 
| average and within their ability to get that 100, and that 
a big well that might be producing 1000 barrels per day, 
it should be limited to 100. The Conservation Board says 
"no,that each should get a particular percentage of production." 
Now the Conservation Board says"no, that is wrong! and ir. 
reusr says |"No; that is right". 
MR. MACLEOD: That is not an engineering 
problem particularly. That is their problem and duty. 
MR.COMMISSIONSR LIPSETT: Surely the Government 
would need to be advised by Somebody. 
MR. MACLEOD: I say they have their 
technical staff to advise them. I say on the qsustion 
of deciding policy thet the Legislature is the ultimate 
arbiter and fhey need not and they do not lack technical 
advice on matters having to do with administration and 
technical subjects, I can see no reason Why @ Boara isnot 
all right. But if the Board does adopt a policy which 
does not recommend itself to the people as a vhoLe and 
the Legielature, then the Legislature may tell them not 
to do it that way. They are subject to the Legislature. 


MR. COMMISSIONHR LIPSEIT: Does not that mean in 
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that dispute bctween Mr.Fisher and the Conservation Board 
that an uninformed Legisleture has got to decide it? 

THE CHAIR MAN: He said they should not 
be attached, the Conservation Board shoulé not be sttached 
to the Department of Lands and Mines, because they have not 
got people with the special knowledge, and thase psoples 
without any special knowledge will advise the Government 
what should happen. 

MR -MACLECD: Ch no; thet 26 con ries. 
and if 1 may say so it is not quite fair. What I do say 

is thst we neod technical and administrative advice. Now 

I do not know the gentlemen who form this Board, Mr. Cottls 
is one. But he may not be infallible. Surely the fact 


4e 


that the Legislature appoints gq Board to administer some 
particular thing requiring technical administration does 
not say that they are forever divesting themselves of any 
right to say anything about it. If Mr. Fisher can get 
enough people to impress upon the Legislature thet the 
Board is mot doing it rightly, then it is the duty of the 
Legislature to make them change their policy, 

THE CHAIRMAN: . It just seems too bad 

to run an industry by the number of votes or the clamor 
that might be aroused. 

MR. MACLECD: But the Legislature.... 
everything is run that way in the Ultimate, there is. no 
doubt about that. The Government has no need to lack 
technical knowledge, but I submit that if in somebody's 
opinion, Mr. Gottle or some engineer is not doing the right 
thing, mee ho is not the man to advise the Government that 
they should get Dr. Boatright or somebody, such as they 


have done here before this Commission. 
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MR. COMMISSIONER LIPSERTT: There are as many to 
contradict Dr. Boatright's opinion as there are Mr.Cottle's. 
Somebody has to meke: up their minds from all the evidence. 
luRe MACLEOD: His Lordship sitting in 
another capacity meets vith that situstion every day. 

He hears three experts on one side and three on the other 
and they are telling an entirely different story and probably 
if they werg employed by dffferent parties they might take 
different positions. 

MR. COMMISSIONER LIPSHTT: Is not what you are saying 
that if you get three clamorous people on one side and only 
ene On the other, thet His Lordship should follow the thrée7 
MR. .:ACLIUOD; I am not talking about 
the litigants at gall. Iam talking about expert advice. 

MR. FRSA. Lay: The more clamor before 

a jury box sometimes gets results. 

MR. MACLMOD: In any event the final 
décision rests with the Legislature. 

THE CHAIRMAN: I think you wake your 
yoint ana it might be a quite sound one. 

MR. MACLEOD: I am not saying the 
Legislature should act without information. Ido say in 
this particulsr point that I do not think it is necessary 
for the Government Department and I do not think it is 
proper br its particular technical advisers to go out 

and administer a mere cngineering problem, but appoint a 
Board to do that. But I do say that in the opinion of 

the people if the Board is not acting properly then the 
Legislature has got to have the final say, on such wnt or= 
mation as it can procurd, and wake the rightful decision. 


THE CHA IWAN: As I understand Dr. 
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Frey's function, as you rely on hima great deal, it is 

a function of his body to have not a single mandatory power. 
But they are considered of value, they study the problems of 
the industry and try to heap the industry and try to keop the 
Government informed on the industry's activities. 

MR. MACLEID:- In other words; Bf is 
research. ‘ie have the same thing in Ganada but it is more 


general. ‘ie have a Research Council. 


THE CHAIRMAN: It is more than research. 
WR. MACILWOD: We have the Tariff Board 


Which has baén talked of but it is purely an advisory Board 


and advises and as a result of thst advice the Government 


or the Legislature may or may not act. I have no objestion 
tc that. 
THE CHAIRMAN: You think 43 if notronty 


a futility but a harmful thing to set up a Board, as 4A 
understend you. 

mre MACLAOD: No, I do not sa 2G pe 
hermful, except to the extent I do not thi 
Board thet Mr. Frawley is suggesting at alle 

THE CHALRIMAN: Mr. Frawloy is not telling 
us what we are going to do. He is advocating certain things 
in front of use IL invited you to contemplate any kind of a 
Board or none at all. or anything that you think will. help 
US e 

MR. MACLEOD: I think a mandatory Board 
such as Mr. Frawley suggests is entirely evil. 


Tow about the Grain Board, 
WR. FRAWLEY: Fow about th 


is that evil? 
MR. MACLEOD: It may not be. I amnot 


discussing that just now. But 1 think an advisory Board, 
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So long as it remains merely advisory --<4 


THE CHAIRMAN! and a reporting Board. 
MR. FACLEOD: Anéd a «éporting Board 


is probably not an evil. ‘shether it is a necessity I 
would not like to say. 

THE CHAIRMAT: But you cennot conceive 
of it being a great good. 

MR. MACLECD: It might under certein 
circumstances. The danger is this the moment you set up 
such a Bosrd as that as was mentioned here this morning 

in tho ease of the Conservation Board, thst Board. has 
necessarily got the sar of the Government and they usurp 
powers, and the first thing you know the Board which you 
have recommended or whieh you mizht recommend as a purely 
advisory Board and which is probably constituted. as such 
pursuant to your recommendation, before we have lived very 
much longer it is a mandatory Board. VYThat is human nature. 
I can conesive thet just as we are talking about, Mr. 
Frawley was talking about, a research chair in the Univer- 
sity. Thet is very nico, and your advisory Committee to 
some extent would somewhst fulfil the same function. 

THE CHAIRMAN: You inform us that the 
Governors of the University contemplate setting up one 
anyway. So probebly that should not be 9 burden on the 
University so long as you can get the money from ithe 
Government. 
MR. MACLEOD: I am saying that is all 
right, and if you could guarantce that your advisory Board 
wouleé never be anything else but an advisory Board, a 
research Board, and advisory by reason of its researeh, 


T have no particular objection to it. But I Go think the t 
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assuming a Board, folloing Mr. Frewley's recommendati on 

is appointed, 6 Board such as ho suggested; or even in 

the case of the Board that now exists, the Conservation 
Board, I do think it should be a part of the recommondation 
of this Cemuiittee that there should be some provision for 
review, such as your Lordship has said, something along the 
same lines. [ts decision should be subject to reviow 

Such as the decisions of the Court are; 

THE CHAIRMAN: I did not understand 

Mr. Frewley, he will correct me if I am wrong, but I did 
hoy understand le. Frawley to suggest the contrary of that: 
that on questions of jurisdiction and matters of fairplay 
and that sort of thing as distinguished from purely 
technical matters, that he advocated that the Board should 
have the final word. 

Lik. FRA LEY: No, I would go sofar as 
to séy that there should be some rightful appeal against 
the doing by the Board of something essentially contrary 


to law or something of that sort. 


THE OA IR Ms WN: Or beyond its jurisdiction. 
Mae FRA :LSY: Or beyond its jurisdiction, 


THis CHAIR MAN: I say that only hecause 
I understend Mr. Frawley to adopt what Dr. Frey had said 
with recard to conservation, of which that was a part, 

a very definito part. 

Ms ol ACLIOOD: I do not think, Sir, that 
that is going as far as I would suggest. I mean on the 
question of jurisdiction. It follows that thev cannot 

act beyond their jurisdiction and if they do it is idle. 
THis CHA IAMAL: | Mr. Macleod; at the 


present moment this industry is definitely against anything 
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boing done to help them. ast the present minute how would 
you define their jurisdiction under this present Act? 
Where it is unlimited? Nobody knows where it begins and 
ences, tiers is no right of appcale 
MR. MACLEOD: Supposing this Board 
which might be set up or the Gonsorvation Board made some 
order which I as an operator considered dctrimental to me. 
Now, Mr.Cottle or somebody else might consider that it is 
not detrimental,to me or even if it is it 43 so beneficial 

to the others that the benefit outweighs my detriment. He 
may be mistaken, and somebody else might have a different 
opinion, not only I, the injured party, but some disinterested 
party. Ido not think as a matter of deteil, although I do 
not think it is our business to advise on detail, but I 

can see possibly no objection to tying up the orders of the 
Board by injunctions. 

THE CHAIRMAN: And having a lawsuit over 
every order. 

MR; MACOELD: If lavsuits are necessary 
they are the answer. 

THe CHAIRMAN: if the jurisdiction ws 
limited, short of this Conservation Board interfering with 

the British North Ameries Act, I do not know of any limit 

to their jurisdiction at the moment, where it begins or 

where it ends or what the underlying policy is. 

MR. MA&CTtOD: I think you are quite right 
in that. In fact in the purported exercise they cannot 

be guestioned on their jurisdiction. Jt seoms to me it 

should not be any mandatory Board, and that their acts 

should be referable to a proper vourte 


MR. COMMISSIONER LIPS#TT: On the merits? 
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MR. TACLEOD: . On the morits, certainly, 
why not? 
MR. FRAVLSY: You have not got that 


! 


With the Public Utilities Board, is that is your submission. 
MR. MACLEOD: J think you should. 
Mew that is a principle that should be followed. I 
think that is the wesk point in all these administrative 
boards, that they act and no one can duéestion them. fF 

think that is fundamentally agsinst our whole system 

whieh provides Courts to which a subject can go and have 

his rights determined. 

MR. COMMISSIONER LIPSEPT: Is it your opinion that 
having the facts established before a Board of experts, it 
Should be tried all over again in the Gourts? 

Wh. MACLECD: Ho, I do not know that I 
would have @ full nearing. But I do not know Woy an appeal 
Should not lis. But I do not knw why a de novo hearing 
Should be there. I do not want to discuss details. But 
What I do think is that with any mandatory Board, its 
decisions and its actions should be the subject of reviow 
by an expert body which from time immemorial has existed 

fur trying matters of that sort and that is the Courts. 

Mt. COMMISSIONER LIPSETT: Just to give an example, 
you take The Workmen's Compensation Board. Do you think 

tha t i order of that Board should be guestioned by 

the workmen or the emplovecs and tried out in ths Courts? 
MR. MACLEOD: | TL do not think’ the 
workmen should be able to bring comion law action, but I 
do think that the Béagrd!s orders should be reviewable by 
Some competent tribunal, 
MR. COMMISSIONS: LIPSETT: That the workmen's 


Compensation Board, when it has made an avard every party 
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should be at liberty to stage a complete new trial on 

the facts and merits and everything else before the Court. 
MR. BKACLECD: I do not see why am 
administrative board should not be subject to the jurisdiction 
of the Sourt as anybody else. However, that is ell. I weule 
like to say one word about another matter, and 1 only say 

it because it is qa definite recommendation by Mr. Frawley, 
about the sesearch Chair in the University. Far be it from 
me -to suggest you should not recomisnéd that the University 
in that and other respects should be helped as far as it can 
be, but I do not-think it would be adviseble to make such 

a detailed and spceific recommendation as Mr. Frawley 
Suggested. As I told you, the Board of Governors have now 

a Committee considering the question, not of a Chair. but of 
the founding or constituting of a department of Petroleum 
Engineering in the Facuity of Applied Sciences, as they 

now have a Department in Civil Engineering and Electrical 
Bngineering and Mechanical Engineering, and Metallurgy ane 
so on. I would very much personally like to see this 

Board reeommend to the Government that provision be made 

to the University to provide as efficient education and 
research work in connection with the petroleum industry es 
would be possible. But I do not think a specific recom 


mendatiion that they should endow a Ghair.>.e.: 


MR. FRA‘ LEY: My language was very 
broad if you look et it» Either the snlargement of 


existing facilities or a Chair or 9 Research Laborato rye 


MR. MACLEOD: T would like it mors 


general than that, that financial assistance snould be 


given with a viow to education and research. 


THE CHAIR MN: Have you aay views as to 
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Where the money should come from? 

MRe MACLEOD: No, I have not very much 
but I think it shoulc be from the Government. I think tho 
Government shoulc provide it. 

THs CHAIRMAN: Not out of this industry. 
Ih. WACLHOD: iell if the industry 
wants to contribute it I do not see why they should not. 

THE CHAIRMAN: They cen always send 
contributions. 

MR. MACLOD: If Mr. Operator "A" wants 
to endow a Chair that is up to him, and if his money is 
taken from him he will be given the eredit for his voluntery 
endowment. But I personally, while it is none of my business, 
I cannot see very much logic or reasonins in Mr. Frawley's 
suggzestion of) lest night.. If this seems to be the evidence 
and that this 8 eents should go to the oil operators, or to 
the producer in the Valley, I eannot see why he should bo 
picked out to contribute for the education or even for the 
eost of this Commission. If I were making recommendations 

I eerteinly would not so recom:end. But it does not concern 
me very much. 

UR oCOM TS -IONGR LIPSETT: Mr. tacleod, if you are 
finished with that there was one thing I did not know 
whether you might like to say anytuing about. ‘hen Mr. 
Frawley was dealing with the Bthyl Corporation and its 
activities he eame down to, I think, in the end two sug- 
gestions of discrimination adopted by the Ethyl Corporetion. 
One of them I do not think you are coneerned with at all, 
but that was the discrimination that the Corporation is 
Deans as Bee Se hsunpens. The second was that the Bthyl 


Corporation were discriminating by giving the Texas Compa ny 
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the privileged position as regards Alberta in that tho 

Texas Company was allowed to import from Montana leaded 
products into Alberts when no other refinery in Montana 

was ajjowed to do that and alloweé to compete. 

MR MACLEOD: I do not know that I am 
competent to say much about that. But I do not think that 

is the correct statement of the thing. I think the privileg: 
Was given to the Texas International Refinery of the Texas 
Company to export probably to their own subsidiary in Alberts 
I think that is the idea. I mean from the statement of 

Me veo evOU DUG Ute ss ees 

Ma.sCOls ISSIONER LIPSEIT: It is only a note I have 
Of Mre Frawley's argument. 

WR. MACLECD: It would mean that if the 
Texas Company had no affiliates in the States at all, that 
is if the Texas Oanada had some special privilege over 

say The Great ‘:6st, but I do not think that was the 
Situation. That is not the situationat ali. The situs ti on 
is morely this ag I see it that the Texas International 
Refinery or the Texas Company is given the right to send 

its leaded products through to its own subsidiary into 
Canada. It is not, as with any other Company, as I under- 
stand i given the right to sell gemerally for export 

into Canada. | 

WR. FRAVLGN: That is it. Therein 

lies the discrimination,in my submission, 

VR.MA CLO: 3 Proba bly if the Big 

“lost Rofine ry, probably they hac a subsidiary here, they 
might have ae ae privilege, but I have not any idea. 
Thank you. 


THE. CHA TR A Ne Tha nk you, myrehlacleed. 
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Mr. Chairman and Mr. 
Commissioner, it may seem like an anti-~climax for me to 
discuss one or to personal matters for the Bthyl Gasoline 
Corporation, after the weighty matters in connection with 
Boards which you gentlemen have been discussing all day. 
But my reason is that these two matters are of great impor t22" 
to my client. 
THE CHAIRMAN: And you are your elientis 
advocate so you need no further excuse. 
MR. WACKENZI a: i do hot think it is any 
secret to say thet until this Commission started my client 
Was cOnmsidered one of the villains of the piece, but I 
think Mr. Frawley has moderatec his suggestions about our 
wrongdoings, to a great extent, although he has had so many 
rumours and Slanders that h is not just guite in a 
position where he wants to give us qa clean bill of health. 
And be brings up two little matters whieh I wish to have 


tuG least word about if I can. 


Me. PRAY LEY : Viell almost the last 
Word 
LR. MACKENZIE: Almost the last word. 


One thing is he wants all jobbers to sell Ethyl gasoline 
under their own trade name, and the resson.he gives is 

that he wants those jobbers to get some of our free adver- 
tising. ‘when he comes down to names he says "T want George 
MacKenzio to get some of your fres advertising." If we 

do free advertising why must we give it to everybody? 
Suppose we give it te some why must we give it to everybody: 


I want to impress this again, there is no finaneisl trans- 


action between the jobbers and the Ethyl Corporation, betwee) 


we 
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George MacKenzie or the Great West Distributors or any other 
jobber, Thsy pay us no money. We charge them no money for the 
licence that they get nor do we Charge them any royalty. 

My main point is that the evidence thet we brought here, and 
it is uncontradicted is this, thet we are coneerned with the 
quality of the preducts sold under our trade name. we have 
tried this, we have already trisd it and it has failed in 
auropinion. Now in our eonsidered opinion it would be such 
that the piblic might get not as good qa product as thay are 
getting now if-we changed our policy. Now have we gnt tn 
Shange it so thet somebody gets some free advertising? Mr. 
Frawley rather rests his argument on this branch on the 
evideneo of Dr. Frey. He said Dr. Frey said this was all 
right. Now what Dr. Frey said was if the jobber is big 
enough, if he sells enough gasoline and if you hsve enough 
confidence in hin then I do not see wy you should not do 

the same with the jobber as you do with the refiner. But 

he said the Ethyl Corporation has always policed Ethyl and 

it is their dity to do so- What I say is that lr. Frawley 
how wants to take away our policemen. He said at Page 17,574, 
it was in his «rgument @ day or two ago, and he gave another 
reason. He said hse wanted the Great west Distributors to 
sell Ethyl Gasoline uhder their own name soothe hi pabes ovr = 
tising would worry Mr. Nolan's clients. Now our policies 
with regard to these things are serious. They are for a 
certain purpose and we do not want it changed because it is 
going to werry Mr. Nolan's elients or someone else's.» I know 
the sense in which he uses that, but if our policies are 
achieving what we think they should achieve and if they 
whet we ask is that 


are not doing any harm to anyone else, 


you leave us aS We are. 
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MR. COMMISSICNER LIPSETT: | Is that putting Mr. 


Frawley"s real point, Mr. NacKenzie, quite accurately? 

Is not his real point that two people, one Mr. MacKenzie 
and the other @ subsidiary say of the Imperial Oil are 
sellines exactly the same gasoline and one man through 
your system is sllowed to sell it under his own trade name 


and the other jobber is not? 


MR. FRALEY: That is right. 

MR. COMMISSIONER LIPSET?: Is not that his real 
point? 

MR. MACKENZIE: Yes, And we have said 


"Yes, th:t might hapoen sometimes, and it may be that we 
should caneel some refiners! contracts when they do not 
recing eny more”,. but surely thet is ho reason for opening 
the door wide to every jobber. <«.6 say if you force us or 
if We are forced ve may have to caneel sone refiners! 
lieences if they are not refining. But that is no reason 
and no excuse for you telling us "Now because that refiner 
did refine to set up his own trade name and to get his 
goodwill, because you do not cancel his licenee you must 
open the doors wide to 15,000 jobbers", that is a differen” 
story. 

WR. COMMISSIONER LIPSETT: Vas not Mr. Frawley's 
point that either by not on the one hand cancelling the 
Tieenece as soon as the man ceases to refine, or on the 
other -hand extending your licenees to all reputable 
jobbers, you are discriminating in fact as petween two 


jobbers. I think that is the real basis of his point. 


Piven mt! fate 
Ui | ae ae 
Best at he. 


eee Sya sauna ee? we 


Pe itl i be aT Me ne. ae wit: ihe: ar be # sali 


ieee “ton ore ity ‘oi ets Be Sh Leoies oe a wy 


wl Bhasin ed? Qa OT 
Pile ‘nantunanibete Sta: toh 
2 Ud Se oa aceet ENON) parity ahora oan 
vin ve HR calle mgede Tow eine 
A OSU AGE 6 ANY oh Bante ©: awfotbléheg 


oe res pe Tee: VA habe at nr sects k : 


Sinn air tS i 


aed en a OCS ea ee Re ee : 

LCG" eed tg Gea ee hg ee 
i 4 

4 OE 8 > pee ng’ ae ay. ie ce ‘ a ov 


T Tithe hy path ono Sy ae ah ae de ate Pee noi ty 1 seit At "i a 
PON Uy ae Relay anheine ARB AgtonErgn sve scenes peat 


“ * oi 


| : 
bi Elo te Saad Sica atee a gala Manage imine fe Gems Spray, ihe \ aetbe, nina 
= 4 a 


by: 


a 3 - A aie, & pipet by waa rae” 2 arid exer ne aes th 
ak AS Seige cy 4 scihdial Tis btye nso aie Bie ee Re 


- 


oe ie » GE 9 Bee MD er ‘pcaineeadl 


wk 


pe 


Ci aie ee } ae 5 agate al 


er ee ee 


an 
se 
wey 
: 
sf 


nm ay eet a eae 2 oa 
res iia anos 
ats fie Hoe a 


a ee 


> 


; ae : oe 


De. Ge MacKenzie, K.Cc. 


C4 
dt 


~ 18,235 = 
Mie MACKENZIE: Yes, but he wants me to 
Bive 15 to all. jobbers. 
MAJOR LIPSETT: Or withdraw it from all 
people who are not refiners. 
wRe MACKENZIE: Yes, but I am not going 


tO give it to all jobbers. Dr. Frey even says you do 
10t have to give it to all jobbers, just thoae you 
have confidence in and there I get into further dis+ 
crimination. 

WAJOR LIPSLTT: lire Frawley says if that 
is your policy to avoid discrimination you should with-= 
draw the license as soon as the brand ceases to be rex 
fined. 

MRe MACKENZIE: He has rather stressed 
the other, that we should open the coors wide because 
we have not cancelled but my point is, what harm are we 
acing, who are we hurting? Whese jobbers have never 
had a brand name. It is not going to sell any more 
gasoline. The public is still gcing to get the product 
at the same price. You are going to jeopardise our in- 
terests, as Dr. Frey says, without benefitting anybody. 
WAJOR LIPSETT: The instance Mir. Frawley 
gives as I recollect it is that Mr. itiacKenzie can sell 
"Red Head” products under his Ked Head trade name but 
when he comes to sell Lthyl that he cannot do that. 

WRe MACKEHNZIL: Why should he do it, that 
is my point. 

MAJOR LIPSETT: Well I am only wanting 
you to get the exact point that, as i pee it, iB put 


against you, that you are discriminating now ageinst 
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Mrs MeckeLcie with regard to iLthyl products when you 
allow a competitive jobber to sell Imperial or some other 
athyl gasoline under that jobber's trade name and do not 
extend the same privilege to ir. MacKenzie. 


MRe MACKENZIE: 1 know, that is ir. 


FPrawley's point but you must remember when you say "another 


competitive jobber" he hes been a person who has been a 


PETG Ys 


mAJOR LIPSETT: And ceased. 
wike MACKENZIE: And Geased. 
MAJOR LIPSET®: And therefore so far as 


your products are concerned has abandoned that protect- 
ion tc the public.» He merely becomes a jobber. 
MRoe MACKENGL i: Maybe that is true but that 
is our lookout. We have to police it and we are not 
going to do it by throwing it wide open. If we have to 
do-it we cancel we do not throw it wide npen. 
MAJOR LIPSETT: That may be the answer, I 
do not know, but you people seemed to exhibit a very 
great desire to do what was reasonable and fair in thia 
Province « 
WRe MACKENZIE: Yes. 
mA OR LIPS ert : And I only thought that you 
sheuld at least consider the implication of ir. Frawley's 
suggestion of discrimination as between two jobbers. 
ik. MACKIUNZL EH: I do not think that is the 
proper word but we know what we tlean anyways 

Now the other- point is the 
Wonteana situation and I do not know, I am rather confused 


about this, I au not sure that we have been treated quite 
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feirly in this because there was certain questions asked, 
as I pointed out before} in the program and one of them 
was as to whether our policy of allowing importations from 
Montana was right and we gave evidence, and we thought we 
gave the proper answer, and the moment that happened then 
the whole thing is turned ground and in fact they say 

"Why do you not allow more importations from wontana"™, 
because lire. Frawley in his summing up at page 17,578, he 
says that all should be allowed to import from Montane. 
Now I saw in the press afterwards that he said, in some 
other part of the Inquiry, that there should not be any 
importations from iiontana or that the Texas Company should 
have some punitive measures dealt out to it, I didn't get 
it, I only saw the newspaper report but it has been given 
that the reason,why the position is changed and we should 
allow all importations from siontana is that it will worry 
Mr. Halverson and keep him, to use ir. Halverson's words, 
it was going to deprive the Yexas Company of a Happy New 
Year or something like that hut our policy there hae basn the 
same since 1930 when we gave the Texas Company a contract 
and that is many years before there was crude oil found in 
4lberta, we gave the Texas Company,a contract to the Texas 
Company end all its subsidiaries wherever they might be in 
Ganada, not in Alberta, not in Montana, but wherever they 
might be and we have given to several. refineries in the 
United States similar contracts, if they have subsidiaries 
in Canada, and I do not just understend what the submission 
is that Mr. Frawley makes to the Commission with regard to 
this point; is it that this Commission suggest to the 


Lieutenant-Governor-in-Council that they should do some~ 


dD. Cre Mackengie, tials 
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thing with the Government of the State of montana or 
the Government of the United States of America, to make 
the Lthyl Corporation charge its Skee in the United 
States, because if there is any discrimination it is 
discrimination between refineries in the United States 
and not in Canada. 
Wikke FRAWLUY: That is true. 
Mike MACKENZIE: And the one other point, 
Beoare one Other point and it is this, that if we sn- 
courage more importations from the United States we at 
once jeopardise our Canadian patents under the Canadian 
Patents Law. 

Now as lL say these may 
seem to be small matters but they are of great im- 
portance to my clients and that is why l really am re~ 
peating myself alagain as to what I said when 1 addressed 
you, Wir. Chairman and wr. vommissioner, some days ago. 


THE CHAT aAn: Anything more, tire Frawley. 


(Page 18,23 follows) 
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MR. FRAWLEY: That is all, Mr. Chairman. 

I never had,any facility for a 
well-turmed phrase and if I ever had, the exhaustive efforts 
of the last eight days, to say nothing of the last few months 
before that, would have entirely robbed me of any such 
facility so what I am unarile to say in a well-turned phrase 
i trust I can meke up for it by Sincerity and earnestness. 

I would not like the Commission 
to rise, now that we have reeched completely the end of our 
work, we on this side of the Bench, without saying personelly 
how much I appreciate the courtesy which I have hsd from the 
Commissioners in what I think I cen say, without eny undue 
modesty on my part, has been a very difficult and trying 
task for me. If it had not been for the great deal of 
consideration from you, Mr. Chairman, and you, Mr. Commissioner, 
it would have besn almost impossible for me to discharge the 
duty which His Honour the Lieutenant~-Governor placed upon me 
in assigning me to this Commission. 

I went to say that the Commissioners 
have my personal thanks, and,1I think I can safely say, the 
thanks of everyone in the Province of Alberta, for the way in 
Which the Commissioners have approeched the discharge of 
their duties and the way in which they have carried out the 
Aischarge of their duties. 

The association has been a very 
happy one for me. Of course, I knew that from the Lezinning; 
knowing both of you, that my associations with you would be 


personally very happy ones but you have made my labours 


lighter than they would have been, you have not only made 


them lighter than they would have been but you have helped 


me a very great deal at all times and while I am here 
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expressing my very Geep appreciation to the Commission, I 
want to thank my Prolene; Mi Nolan, and my friend, Mr. Harvie, 
particularly for the very, very great help they have been, 

the two major comnanies in the Industry in Alberta. have 

been very helpful and as I have said more than once, without 
their help the Commission reelly could not have brought this 
Commission to the successful conclusion which I for odne say 
it has done today. 

MR. NOLAN: Mr. Chairman and Mr. Commissioner, 
I think perhaps it is fitting that I should say a word 
because I too have been here a very long time. 

And may I at once say that I most 
heartily reciprocate whet Mr. Frawley has said about any- 
thing which I have been able to do for him and we thank hin, 
and may I speak for Mr. Harvie too,for what he has been able 
to do for us, to make our task easier before this Commission, 

It has been a long task and we 
have all beer unjer avery great strain and I think from my 
point of view, speaking on behelf of that portion of the 
Industry which I represent, that our thanks ere due to this 
Commission for the patience with which they have listened 
to our evidence and for the consideration which they have 
given to those officials of our companies who have come before 


them. 
May ZI then, on behalf both of 


myself end on behalf of my client,extend to the Commission 


the compliments of the Season end may I add to that thet I 


hope that everything that the New Year will bring forth will 


bring happiness to us all. 
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THE CHALE AN : Gentlemen, we have come to 
the eid of a long and a hard road, Lt has been a 
test of patience for all’of us. Our task has been an 
easier one because Counsel have been so considerate nat 
only to us,-as might perhaps be considered good bus- 
iness,-but to each other. 

Speakipg of the g<ttlemen 
at the Bar who have been here representing 6lients 

I can say without flattery that they have done 

their work for their client faithfully and fearlessly, 
and that they have been of the greatest help to this 
commission. J think I could give no higher praise to 
those who are barristers-at-law. 

with regard to tir. Frawley, 
our Solicitor and Counsel, and with regard ta wr. Gottle, 
Our Accountant who has worked in such close harmony with 
him, I do not readily find words with which to exprers 
Our “epprecidation. It is one thing to have an idea. it is 
another thing to find words with which to dress it up. 
I have always known the capacity for work which these 
gentlemen possess, but [ have never seen such @ damon- 
atration of work orer so long «¢ period of time.; = 
venture to think that the work that they have put upon 
this Commission's inquiry is unseurpussed in the ennets of 

work at the Bar , hight efter night as well 

as aay after day they have toiled at the work of the 
Commission in order that they might be of assistance tc 
us in arriving at whatever conclusions we do- 


TIT am only going to say in 


addition Wop avak, Me. Krawiey, lw Gar not only be 
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said of you thst which hee been said of other members of the Bar 
but I may add that you have shown not only a capacity 

for work but you have shown a capacity for feirness which 
has made an appeal to us as perhaps nothing else could do. 
It has been ynur duty tn bring before us such witnesses as 
you thought would be of assistance to us, regardless of 
whose point of view they might support; That you have 

done fearlessly and for our part we think that the work of 
this Commission might not he of such value had you not 
recugnized that you cecupisd a quasi judicial position 

or shall I put it, a quasi Vommission position and acted 
accordingly. In addition to that it has been noteworthy 
that you have not responded to heckling of any kind, ard 
that you have attempted t>. preserves dignity throveghout 

the whole of theseproseedings. We recognize that as 

being of value to us in that it put hus put the: work of this 
Commission upon a different pianc than otherwise it 


COM a 


might have been» tise 
far as your advocacy is concerted we think it has been 
put forward with brilliancy-: We consider 
ourselves fcrtunate in that we have had you ard Mr. 


Ccttle associated with us to help us with our work. 
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MAJOR LEPSETT: Me. Charrmen,’ I fel ae a 


would not like to let this occasion pass without saying 

one or two words both to the Chetenes who has been presid- 
ing and to the various people who have eppesred before this 
Commission. 

I felt very much honoured by being 
allowed to become associated with the Chairmen of this Commission 
Mee elas Inguiry, and such feelings of pleasure as I had when 
this Commission started as to that essociation, have been more 
than enhenced by the very grest and inverisble courtesy sand 
impartiality which I have seen so much exemplified by the 
Chairman throughout this whole procecding. 

It is the first time in my career 
that I have, for any prolonged period, listened, from this side 
of the table, to the submissions and evidence and so on that 
have been given and I would like to express my very great 
apereciation of the work that has been done in the first plece 
by Commission Counsel and accountant. I would like to 
express publiely that I think everyone should be indebted 
to Mr. Frewley and Mr. cottle for the absolute impertiality 
and fairness with which they produced before us every witness 
and every scrap of evidence that might b3 helpful,-wherever 
thet might lesd. 

I would also like to sey, 
after approximately 30 years experience of the Bar and the 
solicitors profession in two other countries across the 
water, thet ell through this Commission I have been more and 
more impressed by the ebility end the courtesy and the feirness 
of the Bar of this Province and I scy thet with very great 


sincerity,not only to the two Counsel, Mr. Nolen and Mr. Harvie, 


who bore so much of the brunt but to all the other Counsel in 
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this province who have appeared before us, The more I see 

of the administration of justice in this provinee, the more 

I have been impressed with the impartiality and the fairness and 

the skill of the Bench end Ber,indecé not only in this Province 

of Alberta but throughout the whole of Canada. I feel that 

it 1s a greet credit to the British imptre's cense of justice 
ead, 1 feel: I would just like to be allowed, Mr. Uheairman, 

to associate myself very much with the remarks you have 

6° ressed, thet notwithstending the strain of the last year, 

from the time the Commission started down to its last moment, 

there has not been the slightest indication of friction or 

unpleasantness. IT think thet is a remarkable testimony. 

I woulé just like to add a woré 
also ES to the two reporters who have taken the mtes 
of these proce¢dings with such skill, we ere glad to see 
[hes trey are still alive efter the great strein-end I hope 
iPescen COrditior that they will be able toe exjoy sll the 


feauiv~ovies Of the present season. 


( The Inquiry was here closed. 
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IN THE MATTER OF THE PUBLIC 


4 INQUIRIES ACT 

—and— 

| IN THE MATTER OF a Commission, dated the 
| 12th day of October, A.D. 1938, to inquire 
i into matters connected with Petroleum 
and Petroleum Products 

| | Commissioners: 

t The Honourable MR. JUSTICE McGILLIVRAY 
f ; (Chairman) 

. —and— 

| L. R. LIPSETT, ESQ. 

3 

, Session: 


CALGARY, Alberta___Februsry 5th, 1940. 


VOLUME __1s1. 
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G. H. Allen, Hsq., 7 Appeared on behalf of the 
Alberta Petroleum Producers 
Assoeciaticn. 
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THE CHATRMAN: This special sittings of 
the Commission has been ealled to hear any reply which the 
Alberta Petroleum Association may desire to make to the 
submissions made by counsel to this Commission in the course of 
his final sreument. 

It is our understanding 
that that vthase of Mr. Frawley's argument that the Alberta 
Petroleum Association thinks should be answered has to do with 
t he ereation of a Government Board with the powors mentioned 
by hime Sinee the Alberta: Petroleum Association is composed 
of refiners and producers and since those who heve appeared 
for refiners before this Board have not been in the least at 
a loss for words in opnosing the idea of the ereation of a new 
Board of any kind, it is to be assumed that it is the producers 
in the Alberta Petroleum Association who are not also refiners 
who are ee to have said that they have not hed tho 
chance of presenting their views to this Board. It cannot 
be said that we have not heard argument for any produeors in 
reply to Mr.Frawley's argument. First snd foremost we have 
heard Mr. Nolan, who appeared for the largest producer in 
the Field, the Royalite Cil Company Limited, who made a lengthy 
and able reply in the course of which he dealt with Mr. Frawley's 
ico also heard Me.. GS. Fisher Whe 


submissions as to a Board. 


spoke for the following pr oducers:- Model Oils Limited, Spooner 


Oils Limited, George Harris, Davies Petroleum Limited, National 
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Petroleum Corporat ion Limited, Model-Spooner-Reward and 
Reward--Spooner-Model. In Ssyeaking for these producers lir. 
Fisher specifically addressed himself tn the subject of a 

new Board to be appointed to handle all matters pertaining te 
oil and gave his views as to what its composition shoulé 

De» 

If there is one thing more 
than another for wniech this Gomaission may-be criticized in 
connection with the conduct of its proceedings, we think it 
is becsuss we have allowed too much latitude to those who 
appeared before us to give evidence or present argument. 

Our view has been that in a Public Inguiry no one should be 
denied a full hearings and furthermore that we could not get 
too much information upon the subject committed to our 
considsrati on. On that view we have acted throughout. 

It is bocause we still entertain that view thst “e ere here 
today. 

We would Like to make it 
guite clear thet we are not holding this sittings just to 
point out that at the conelusion of the argument in the 
presence of the President of the Alberte Petroleum Association 
the Chairman of this Commission asked if there was anything 
more ahd was informed that 911 arguments were coneluded 
at which time the President of the Association remained 
silent, nor is it to point out that if the Fresidaent of the 
Alberts Pstroleum Association was not then ready to make 
reply that he might have asked for further time to do so, 
not is it to point cut thet if it later occurred to him or 
to any of the members of his Association that Mr. Fr wley's 


submissions should be the subject of reply by the Association, 
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that that fact could have been communicated to this Com- 
mission directly or through its counsel rather than having 

this Commission hear of this in the course of a radio news 
broadcast. ‘‘e may add that this Commission has not reassembled 
because it is anticipated by the Alberta Petroleum Association 
that its report will be such that it showld not be acted 

upon by the Government until that Government has had the 
benefit of the light whieh the Alberta Petroleum Association 
May throw upon it. . In our opinion it is fit and proper 

that any report should be the subject of criticism by 

ahyona to Whom it is Gdisplcasing. It may be slightly unusual 
to anticipate thst the submissions of any one counsel will 

be accepted, but then there can be no objection to the 

Alberta Petroleum Association doing that which is unusual. 

Bven if there has been a 
soeming discourtesy to this Commission we do not feel that 
this was intended. iiven though the resolution passed while 
our report was pending does have the appearance of propaganda 
we cannot think that it was so intended. «.6 may add that 
these evnsiderations have had nothing to do with our being 
present here today. 

Wa have called this Sittings 
for the sol: purposo of hearing such arguments as the Alberta 
Petrolsum Association may desirc to present. «.e would not 
like to feel that we had coneluded our report without 
having had added to all that has been Said against mr. 
Frawley's submissions by the distinguished counsel for the 
major eompanies, the weight of any additional submissions 
which the Alberta Petroleum Association may have to make and 


So we will now hear whoever speaks for the Association. 
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MER. ALLEN: Mr. Chairman, and Mr. 
Commissioner, Mr. Greonfield, as President of the Association, 
is here for the purpose of aduressing the Commission and I 
Think Possibly that should he the course sovke foalowed. 
MR. GREHNFIRLD: Mr. Chairman and iir. Com- 
missioner; lam rather sorry to hear, and I say this with 
great respect, the general tone of the Chairman's remarks 
this morning, and I Say that becauss I feel that, when I 
have thrown some additional light on the situation, they 
may appear to be somewhat severe. 

To begin With x would like 
to read the letter in which I was notified of this Hee ring 
this morning. This letter is dated January Zlst, 1940, 


from Mr. J. J. Frawley to myself. 


NW 


RS: hoya) one 
"Dear Mir. Greenfield: 

U I eohtfirm our télephons conversation 
Mer this afternoon and 1. therk you Ter so16 
"assurance which you gave me that you will 
Nattend the sittings of the Commission on 
"Monday next, the Sth proximo, at 10.50 a.m. 

n As I think I intimated to you.cnh the 
"telephone the reason for ths special sittings 
“of the Commission arises out of the Texac: 
Mnews broadcast on Monday evening last, the 
"2Ooth instant, which contained the statement 
Tthat at its meoting on Monday last the 
"Alberta Petroleum Association declared that 
"it was given no chance to make any reply to 
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n I am directed to advise you that 


"at the sittings on Monday next the Commission 
"Will hear any reply which your Association 
"eares to submit in answer to any argument 
"whieh has been submitted by anyone to the 
"Commission. Furthermore, the Commission 

"Will hear any submission wh ich your Association 
"egrec to make whether in reply to argument or 


ero. tt 


I draw your particular 
attention, wr. “hairman, to the second elause of the letter 
and frankly I wes rather surprised that the news item was 
accepted as correct, without inguiring from the AsSoecis tion's 
office as to its accuracy. 

The ASsociation did not 
at the general meeting on January 29th, called for a consid- 
eration of Mr. Frawley's proposals, or at any other timo, 
declare that it was given no chance to make any reply tn 
Mr. Frewley's argument befory the incuiry closed, and lat 
me interject at this point, Mr. Chairman, that at the 
concluding session when I was present, at the close of Mr. 
Freawley's argument, I was dictinetly under the impression 
that in the ordinary course of procedufe I was not entitlea 
to make any representations at thet stage- If 1 Was wrong 
there, I was wrong, but that was the impre:sion 1 was 
under, that the evidence was all in and therefore Iwas not 
entitlcd to interject at that period. 

THe CHAIRMAN: Well of course, you heard 
other Counsel making replies, Mr.Greenfield. 


ME. GREENFIELD: “Well, Mr. Chairman, let me 


point this out too. I think Mr.Frewley's final argument 
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covered Something like two vOlum s. TI had not had any chance 
of studying that evidenes and I most certainly was not in any 
position to get up on the spur of the moment and makes an 
answer to it as Counsel who had sat all through the Hearing 
weuld be able to do. They would be able and be in a better 
position to do this than I was myself. That was the reason, 
but my primary reason was, first, I felt Ivas not entitled 
to do it and, secondly, if I had been entitled I would not 
have attempted it on the spur of the moment. 

| Now let me proceed. 
MAJOR LIPSETT: Then the broadcast, Mr. 
Greenfield, saying that you had not the opportunity of 
answering, does mag really set out your view, whether it was 


stated at the Association meeting or not? Does it? 


ioe Gaubeve lai. D: I would not say so, no. 
WAJOR LIPSEPT; I gather the gist of your 


remarks now was that you did not feel you nec the opportunity 
ANd e cceee 
Me. GRASNFTELD: I did not know until the 
Ghairman today drew my attention to the fect that I was 
entitled in any way to meke any statement or anything of the 
kind at that timé. I felt that so far as the evidence was 
concerned we were out, and we were content to be out. 6 
had never made any presentation of any consequence as rerres- 
enting the whole gssociation, but if If -%, proceed qa little 
further I think you will get it a little more clearly possibly. 
The Association has never 
declared or felt, that it had been given no ehanee to present 
evidence to the Comzission, had it so desired. 


The ASsociation has always 


appreciated that up to the date when the evidence was all in 
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and argument of Counsel had eommenced, that ths door was 
open to it to appear before the Commission. That just 
reflects the view whieh I have expressed to you. 

WO had no eriticism to 
offer of the eonduct of this Commission. ‘ve have not now. 

The Commissioi closed its 
Sittings with a proposal for a regulatory Board submitted 
by its Mounsel. The proposal had not come from any of the 
evidence. It came in in the closing argument, the last 
of the closing argument of Counsel for the Commission. 

The Association did not 
ask thet the Commission reopen its Sittings but it dia, 
following consideration of Mr. Frawlsy's proposals, 
unanimously pass the following resolution, and it passed 
that. resolution in good faith:- 

" WHEREAS Mr. J. J. Frawley, keC., in his capacity 
"as Counsel to the McGillivray Royal Commission did 
Nin his closing argument make certain submissions to 
"$he said Royal Commission which are of record, and 

: WHEREAS said submissions do urge upon the Ccom- 
"missioners that they do in their Report to the Lisu- 


“tenant-Governor-in-Council recommend: 


‘ (A) The establishment of a permanent regulatory 
“ board clothed with mandatory and prohibitary 

4 yowers 'to imposa its considered cpinion upon 

e the oil industry or upon the consuming publie"; 
MW (B) The centralization in such proposed board 

‘ of all legislative cr regulatory powers und or 

y existing provineital Llegisle tion or regulations, 


“ now administered through various Departments uf 
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the Provineial Government, including the Alberta 


Petroleum and Natural Gas Conservation Board; 


" (C) The expropriation by Legislation cf the 
funds accumulated as a result of the reduction 
in pipe lins and loading charges, and the 
imposition of a tax on oil delivered through 

iM the vipe line, to bear the cost of the Royal 


Commission, to sustain the proposed regulatory 


y Board and create a fund to provide for certain 
NM undefined educational facilities, and research 
Mu work at the University of Alberta, and 

" YHAREAS the reduetion in pipe ling rate and 


"loading chargescovuld have been brought about by order 
"of the Public Utilities Board at a great saving of 


"both time and expense, and, 


us WHEREAS the proposed levy on the pipe line oil 
“would tax an inersasingly large proportion of the 

"oil produeed in Turner Valley and solu outside the 
"Province of Alberta, notwithstanding that the proposed 
"Board is designed to serve only the oil industry within 


"the Province. 
"THAREFORE Ba IT RESOLVED: 


: That this meeting of the membership of the 
"Alberta Petroleum Association representing all 
"branches of the industry and non-members directly 
Tintorested therein, while not desiring to influence 


"in any way the findings of thi Royal Commission based 
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rt * ; 
on the evidehee submitted to the Commission, do 


"urgently request of the Minister of Lends and 


"Mines:- 


B Lé That the Report of the Royal Commission 


1! ‘ a8 = a * ° 
be made available to all producing, refining 


uo and distributing companios at the earliost 


: possible date; 


uJ ae That no aetion be taken by the Government 


fi of Alberta to implement the whole nr any part 


i of the findings or recommendations embodied in 


- in the Report of the Royal Commission be legis- 
# lative action or by Departmental regulation, 

n until full opportunity has been afforded all 

a branches of the industry to make a careful 

cs study of such Repcrt in its relation to the 


u evidence presented before the Commission by 


recognized experts of wide experience in the 


i oil industry; 


i Be That the provisions of any contemplated 

m legislation, or regulation, implemanting in 

au whole or in part recommendations embodied in 

i the Report of the Royal Commission be submitted 
to this Association and to the industry generally 
nm for consideratior and discussion in order that 

HM the same may be studied carefully and due rspres- 
iN entations submitted by the industry to the 


" Lieut enant-Governor-in-Souneil with reference 


q thereto." 
Phat resolution is 


addressed to the Government itself. 
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The reference in the 
preamble of the Resolution was not enbodied in the Resol- 
ution itself, as the mecting felt that it might be construed 
as an effort to influenee the findings of the Commission in 
that regard. ‘ie wanted to keep away from any reflection of 
any kind on the conduct or the members of this Comission 
for whom we have respect. 

The opportunity tho speak 
before this Commission being now available, we are glad to 
present the views of the members of the Association whose 
efforts and capital are making possible the recovery of 
Sain Lumer Valley. 

/@ are opposed to the 
ereation of any Board of any description other than those 
now existing, and we are opposed to the delegation of any 
broacer powers even to those Boards. 

The oll. industry in this 
Provinee is very young. It finds very serious natural 
hezards. Lt cannot endure in our opinion, and certainly 
eannot prosper,unless the proapect of profit is clear 
enough to attract large sums of new tapital to develop 
cnown areas and find new ones. 

Too often there is a 
tendency to compare this industry and its burdens with 
the American fields. The industry in the United tates 
was fully developed and prospsorous before it was taxed or 
regulated, as We are Now. 

The young oil industry 
in Albarta now finds itself purdened with costs and 
regulations in excess of those applicable to the well 


astablished, fully financed counterpart in the United 
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states. 


Our eosts in this field, 
as compared to like American fields are very much enhanced 
by our national fiscal poliey whieh imposes a high duty 
ona large number of items in use in drilling and production. 
These items carry a Sales Tax ss well. 

They are particularly 
heavy on scisntifie implements needed in modern dri Dine 
methods, such as packers, perforators and instruments such 
as there is used to seasure the deviation from the perpen- 
Giculean tithe “drilling of well: 

Together these tariff 
items, plus transport costs from the United States points,- 
and ~he Same remarks would apply even if the stuff was 
Manufactured in Canada, that is the transport costs, it is 
a handieap which this field suffers,- together these tariff 
items plus trensport costs from the United States points 
raise our drilling costs to 25% more than like operaticns 
in the Rocky Mountain area in the United States and 30, 
higher than in the Mid-Continent and the California areas. 
Only a few of these dutiable items are manufactured in 
Canada and from our experienee it is a difficult matter to 
Secure any tariff relief. 

Under the pipe line structure, 

our pipe line structurs in its earlier days was built 
up at a cost enhanced by this duty and operates today unier 
a pipe line tax. Even the production string in a well is 
taxed under the Pipe Line Tax Act. 

The industry in Turner 
Valley bears more than its share of local taxes, particularly 


sehool taxes, and we do not want to minimize the necessity 
b) 
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of education, but the fact remains that a single drilling 
rig in Turner Valley today is assessed st a valuation 
higher than the aggregate value of several farme. 

Our produetion has to find 
its market under a rail rate strueture which we all know 
Was built to facilitate the marketing of goods from sast 
to West. It has never been adapted to a local distri- 
bution within the prairie provinces of the production of 
oil or other manufactured products in those provinces. 

Take the Income Tax. [I 
am reciting some of the burdens to indicate that we do not 
need and do not wint an additional burden. Under thea 
present Income Tax provisions a producing well in Turner 
Valley pays to the Provinee and to the Dominion combined 
twenty-five cents out of every net dollar its owners 
ultimately recover, with a further inerease in prospect. 
This tax does not allow a deduetion of expenditures made 
by producers in an unsuccessful attempt to get new fields, 
so that the capital must bear the loss of such ventures 
and pay the tax in addition where it succeeds. 

There is another point. 

There is another 
point which is a hindrance .and a cause of nervousness 
of new capital in large amounts coming into this file, 
into this vountry. It has been brought to my attention 
twice within the past two weeks by a large financial 
organization and by a large company and <i 1s \tinds +? 

Mew capital is also hesitant due to the possibility 
of an inerease in Provincial Government royalty which 
would upset their ealculstions. This point, I would suggest, 


could probably be safeguarced by the Government setting a 
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maximum percentage of gross production. 

These things combined 
Serve to make the prospect of profit so doubtful that 
we find ourselves unable today to attract to Turner 
Valley or to prospective wildcat areas the capital sums 
necessary for the development of the business. 

~ Would draw the 
Commission's attention to the fact that in Turner Valley 
today there is virtually, there is now virtually no 
drilling except that undertaken out of capital secured by 
issues two or threes years old. where possible drilling 
is being done out of revenue in an attempt to maintein 
the earnings of the established companies. This situation 
explains the extent to whichwells have been and are still 
being financed by sale of royalty units. 

The dominant concern of 
the producer, therefore, tcday, is to attract new eapital. 
The development of greater reserves is the only means of 
broadening our ultimate market and that development can 
only come through the use of new capital. 

Any investor looking at 
Alberta oil today, finds an industry hazardous in its 
nature, burdened by high costs due to duty and other 
Foderal taxes; to income tax 9t the levels I have stated; 
to a freight structure which sithe: limits the market or 
imposes so high @ cost as to diminish the rate to ths 
producer, and to e great body of regulations which, though 
they may not deter one who jives in the Province and is 
familiar with their operations himself, it seems to me must 
be regarded by those who would bring capital here, as 
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other places, where it has been present, seriously retard 
the free use of Capitel and talent in the seurch for ProLit, 
which means search for oil. 

Therefore, the members of 
the Association are, as stated at the outset, opposed to 
the ereation of any more Boards or governing bodies, or to 
the extension of the powers of those now existing, and are 
strongly opposed to any additional costs being placed on 
the industry for the operation or maintenance of such 


Boards < 


io) 
[fs 
a 


There may be abuse 
free competition, but industry and capital are not afreid 
of their ability to take care of themselves in the face of 
the methods which would produce those gbuses. 

In any case it is the 
feeling of the Association that they would rather loss 
their prospect of profit in competition, than pay it out 
to a policeman in the shape of the proposed Board for 
protection from them. 

To assume for one moment 
that a young industry which has yet to produce undcr pro-~ 
ration 30,000 barrels of oil per day, needs for its 
regulation, or for the protection of the public, or for the 
axtension of markets, a regulatory Board with mandatory 
and prohibitory powers set up on the comprehensive scale 

Suggested by founsel to the Commission, such Board to 
be operated at the eost of the Inédustry, adding another 
financial burden, and another suggested financial burcen 
some educational facilities at the 


in paying the cost of 


University, is in our judgment an unsound assumption that is 
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entirely unjustified under eonditions of the present 
early stage of oil development in this rrovince, and 
is not supported by evidence submitted to this Commission. 
In closing may iI; on 
behalf of the Association, suggest to this Commission 
with great respect, that Turner Valley field today, 
operating as it is under the Conservation Bowrd and 
regulations of the Department of Lands and Mines, is as 
well controlled from the produetion and handling standpoint 
as any field on the North American continent, and better 
controlled than most North American fields at an equivalent 
stage of development. 
May I thank you, Ur. 
@hairman and Mr.Gommissioner, for the courtesy of this 


opportunity to appeer before you. 

THE CHAIRMAN: Anything more? 
MRe ALLLN: Nothing more,Sir. 
(The Inquiry was here closed). 
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